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96th  Congress  |  HOUSE  OF  REPEESENT ATI  VES  j  Report 
1st  Session     j  |    No.  96-190 


HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT 
AMENDMENTS  OF  1979 


May  15,  1979.— Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


Mr.  Staggers,  from  the  Committee  on  Interstate  and  Foreign  Com- 
merce, submitted  the  following 

REPORT 

together  with 
ADDITIONAL  VIEWS 

[To  accompany  H.R.  3917] 
[Including  the  Congressional  Budget  OflSce  cost  estimate] 

The  Committee  on  Interstate  and  Foreign  Commerce,  to  whom  was 
referred  the  bill  (3917)  to  amend  titles  XV  and  XVI  of  the  Public 
Health  Service  Act  to  revise  and  extend  the  authorities  and  require- 
ments under  those  titles  for  health  planning  and  health  resources 
development,  and  for  other  purposes,  having  considered  the  same, 
rei>ort  favorably  thereon  with  amendments  and  recommend  that  the 
bill  as  amended  do  pass. 

The  amendments  (stated  in  terms  of  the  page  and  line  numbers  of 
the  introduced  bill)  are  as  follows : 

Page  6,  line  5,  strike  out  "  (11) "  and  insert  in  lieu  thereof  "  (12) ". 

Page  6,  line  7,  strike  out  "  (12) "  and  insert  in  lieu  thereof   ( 13) ". 

Page  6,  line  12,  strike  out  "(13)''  and  insert  in  lieu  thereof  "(14)". 

Page  6,  line  17,  strike  out  "  (14) "  and  insert  in  lieu  thereof  "  (15) 

Page  9,  line  1,  strike  out  "  (10) "  and  insert  in  lieu  thereof  "  (11) 

Page  13,  line  3,  insert  before  the  close  quotation  marks  the  following : 

Before  the  Secretary  may  permit  the  term  of  an  agreement  to 
expire  without  renewing  the  agreement,  the  Secretary  shall 
make  the  consultations  prescribed  by  clause  (i)  and  the  pre- 
ceding sentence,  give  the  entity  with  which  the  agreement  was 
made  notice  of  the  intention  not  to  renew  the  agreement  and 
the  reasons  for  not  renewing  the  agreement,  and  provide,  as 
prescribed  by  clause  (iii),  the  entity  an  opportunity  for  a 
hearing  on  the  matter  specified  in  the  notice. 

(1) 
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Page  13,  insert  after  line  25  the  following : 

(h)  Section  1515(c)  (3)  is  amended  by  adding  at  the  end 
the  following:  "If  the  Secretary  determines  that  a  health 
systems  agency  has  not  met  such  requirements,  the  Secretary 
may  impose  in  the  renewal  of  the  designation  agreement  of 
the  agency  such  conditions  as  the  Secretary  determines  are 
necessary  to  assure  that  the  agency  will  meet  such  require- 
ments before  the  expiration  of  the  period  for  which  the  agree- 
ment is  renewed.  The  Secretary  may  not  impose  on  a  health 
systems  agency  any  such  conditions  unless  the  Secretary  has — 
"(A)  provided  the  agency  with  notice  of  his  intent  to 
impose  such  conditions  and  included  in  that  notice  spec- 
ification of  the  requirements  which  the  Secretary  has  de- 
termined the  agency  has  not  met  and  the  basis  for  the 
determination  of  the  Secretary  that  the  imposition  of 
/  such  conditions  is  necessary  to  assure  compliance  with 
^   such  requirements ;  and 

"(B)  provided  the  agency  with  a  reasonable  oppor- 
tunity for  a  hearing,  before  an  officer  or  employee  of  the 
Department  of  Health,  Education,  and  Welfare  desig- 
nated for  such  purpose,  on  the  conditions.". 

Page  19,  line  25,  insert  "broadly  representative  of  the  health  service 
area  and"  after  "(II)". 

Page  47,  line  13,  strike  out "  ( 11 )   and  insert  in  lieu  thereof  "  ( 12) ". 

Page  50,  strike  out  lines  1  through  5  and  insert  in  lieu  thereof 
"Agency.". 

Paee  52.  insert  after  the  period  in  line  9  the  following : 

If  a  letter  of  finding-s  of  noncompliance  with  the  requirements 
of  title  VI  of  the  Civil  Rijjhts  Act  of  1964  has  been  issued  by 
the  Secretary  to  an  applicant  for  a  certificate  of  need,  the 
State  Agency  may  defer  providing  the  notice  required  by  sec- 
tion 1532(b)  (1)  until— 

"(I)  the  Secretary  has  issued  to  the  applicant  a  letter 
.  of  findings  of  com]>liance  with  such  requirements,  or 
"  (II)  in  the  administrative  process  begun  by  the  issu- 
ance by  the  Secretary  of  a  notice  of  deferral  of  Federal 
financial  assistance  a  final  decision  of  compliance  with 
such  requirements  has  been  made  or  upon  judicial  review 
of  a  decision  made  in  such  administrative  process  a  final 
decision  of  compliance  with  such  requirements  has  been 
made, 

whichever  occurs  first.  If  after  a  review  of  an  application  for 
a  certificate  of  need  has  begun  a  letter  of  findings  of  noncom- 
pliance with  the  requirements  of  such  title  VI  is  issued  to  the 
applicant  by  the  Secretary,  the  State  A^:ency  may  suspend 
review  of  the  application  during  the  period  beginning:  on  the 
date  such  letter  is  issued  and  ending  on  the  date  whichever 
of  the  actions  referred  to  in  subclause  (I)  or  (II)  occurs  and 
any  period  during  which  such  review  is  so  suspended  shall 
not  be  counted  in  determinin,q-  if  the  review  has  been  com- 
pleted within  the  time  period  prescribed  by  this  subpara- 
graph. 


Page  61,  line  1,  strike  out  "not". 

Page  61,  line  4,  strike  out  "unless"  and  insert  in  lieu  thereof  "if". 
Page  76,  line  5,  insert  before  the  close  quotation  marks  the 
following : 

Before  the  Secretary  may  permit  the  term  of  an  agreement 
to  expire  without  renewing  the  agreement,  the  Secretary 
shall  make  the  consultations  prescribed  by  clause  (i)  and  the 
preceding  sentence,  give  the  State  Agency  with  which  the 
agreement  was  made  notice  of  the  intention  not  to  renew  the 
agreement  and  the  reasons  for  not  renewing  the  agreement, 
and  provide,  as  prescribed  by  clause  (iii),  the  State  Agency 
an  opportunity  for  a  hearing  on  the  matter  specified  in  the 
notice. 

Page  84,  line  8,  strike  out  "1981"  and  insert  in  lieu  thereof  "1982". 

Page  84,  line  24,  strike  out  "1981"  and  insert  in  lieu  thereof  "1982". 

Page  96,  line  20,  strike  out  "organization,  operation"  and  insert  in 
lieu  thereof  "organizational,  operational". 

Page  97,  line  1,  insert  ",  consistent  with  State  law  respecting  fore- 
closure procedures,"  after  "action". 

Page  97,  line  4,  insert  "for  a  reasonable  period  of  time"  after 
"including". 

I.  Legislative  Background 

Legislation  to  amend  Titles  XV  and  XVI  of  the  Public  Health 
Service  Act  to  revise  and  extend  the  authorities  under  the  act  for 
health  planning  and  resources  development,  H.R.  3041,  was  intro- 
duced on  March  15,  1979,  bv  Mr.  Waxman,  Chairman  of  the  Subcom- 
mittee on  Health  and  the  Environment  for  himself  and  Mr.  Preyer, 
Mr.  Maofuire,  Mr.  Walgren.  Mr.  Leland,  Mr.  Carter,  and  Mr.  Stockman. 

Hearings  were  held  on  H.R.  3041  and  all  similar  or  identical  bills 
on  March  28  and  29,  1979.  The  bill  was  subsequently  considered  in 
open  executive  sessions  by  the  Subcommittee  on  Health  and  the  En- 
vironment, amended,  reported  and  introduced  as  a  clean  bill  H.R. 
3917  on  May  3,  1979,  by  Mr.  Waxman  and  twelve  other  members  of 
the  committee. 

H.  R.  3917  was  considered  by  the  Interstate  and  Foreis^n  Commerce 
Committee  on  May  15,  1979,  amended,  ordered  reported  by  voice  vote. 

II.  Summary  of  the  Legislation 

The  purpose  of  this  legislation  is  to  amend  and  extend  title  XV 
and  XVI  of  the  Public  Health  Service  Act  dealincr  w\fh  hen  1th  plan- 
ning and  resources  development.  These  titles  were  established  by  Pub- 
lic Law  93-641,  "T^^e  National  Health  Planning  and  Resources  De- 
velopment Act  of  1974." 

As  reported,  H.R.  3917  would  extend  and  modify  existing  require- 
ments with  resDect  to  health  systems  agencies.  State  health  plan- 
ning. Federal  health  planninQ-  and  policy  making-,  and  resources 
development.  The  major  provisions  of  the  proposed  legislation  are 
summarized  below. 

I.  The  legislation  would  strengthen  the  linkages  between  local  and 
State  health  planning*  and  that  which  takes  place  at  the  Federal  level. 
The  Secretary  would  be  required  to  analyze  and  review  the  health 
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plans  which  are  developed  by  the  health  systems  asrencies  (HSAs)  and 
States  and  use  that  analysis  in  modifying  the  national  guidelines  for 
health  planning  or  in  developing  additional  guidelines.  The  bill  makes 
it  clear  that  the  national  guidelines  for  health  planning  are  not  to  be 
rigid  standards  inflexibly  applied  but  rather  benchmarks  which  HSAs 
can  adjust  as  local  circumstances  require. 

2.  The  bill  recognizes  those  circumstances  in  which  competition  may 
serve  to  allocate  the  supply  of  health  services  and  encourages  plan- 
ning agencies  to  work  to  strengthen  market  forces. 

3.  The  legislation  requires  each  State  health  planning  and  devel- 
opment agency  (SHPDA)  to  establish  a  statement  of  statewide  health 
needs  at  the  beginning  of  the  planning  process,  which  the  HSAs  would 
consider  in  developing  their  plans. 

4.  The  bill  increases  the  role  of  the  Governor  in  area  and  HSA  desig- 
nation and  allows  the  Governor  to  disapprove  the  State  health  plan 
if  it  does  not  meet  statewide  health  needs. 

5.  Provisions  in  the  bill  are  made  for  more  active  local  elected  official 
participation  in  the  health  planning  process. 

6.  The  bill  modifies  some  of  the  compositional  requirements  of  HSA 
governing  bodies. 

7.  The  bill  increases  the  amount  and  flexibility  of  financial  support 
available  for  HSAs. 

8.  The  bill  provides  for  the  integration  of  planning  for  mental 
health,  alcoholism  and  drug  abuse  wath  the  planning  system  estab- 
lished by  Title  XV. 

9.  Requirements  would  be  added  to  existing  law  to  make  plans  which 
HSAs  develop  more  detailed  and  to  allow  plan  adoption  only  after 
public  hearinqfs  have  been  conducted. 

10.  The  legislation  extends  the  minimum  coverage  of  a  certificate  of 
need  program  to  the  purchase  of  major  medical  equipment  which  will 
serve  inpatients  of  a  hospital  (except  that  such  equipment  purchased 
by  independent  clinical  laboratories  is  not  required  to  be  covered) . 

11.  The  bill  requires  a  State  to  exempt  from  a  certificate  of  need 
program  the  proposals  of  health  maintenance  organizations,  provid- 
ers of  ambulatory  and  inpatient  services  on  a  prepaid  basis,  and  other 
providers  who  enter  into  agreements  to  provide  service  to  enrollees  of 
HMOs  and  other  such  prepaid  providers. 

12.  The  legislation  requires  that  an  application  for  a  certificate  of 
need  be  reviewed  within  a  prescribed  time  or  else  it  will  be  deemed 
approved. 

13.  The  bill  would  allow  a  certificate  of  need  anplicant  to  designate 
data  which  he  believes  should  not  be  released  to  the  public  and  to  sub- 
mit supIi  dn^-a  senar^t^^lv.  If  the  ao-encv  pronoses  to  release  such  data 
it  shall  notify  the  applicant  at  least  30  days  before  the  release. 

14.  The  lesfislation  requires  health  planning  agencies  to  coordinate 
their  p<"tivities  with  rate  review  entities. 

15.  The  bill  authorizes  ^rnnts  to  States  for  the  purpose  of  demon- 
strating the  effectiveness  of  alternative  means  for  reducing  excess  hos- 
pital capacity. 

Ifi.  The  bill  would  allow  the  Secretary  to  exteiid  a.  SHPDA 's  con- 
ditional desio;nation  beyond  36  months  if  the  SHPDA  is  making  a 
good  faith  effort  to  comply  with  the  law. 
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17.  The  bill  reduces  and  delays  the  penalty  on  a  State  not  havmg  a 
fully  designated  SHPDA  to  allow  the  State  time  to  meet  the  require- 
ments of  this  bill. 

18.  The  legislation  requires  approval  of  an  application  for  a  certifi- 
cate of  need  if  it  is  required  to  eliminate  or  prevent  imminent  safety 
hazards  or  comply  with  licensure  or  accreditation  standards,  but  only 
for  those  capital  expenditures  required  to  eliminate  or  prevent  such 
hazards  or  to  comply  with  such  standards. 

19.  The  bill  Avould  extend  to  non-profit  hospitals  the  same  financial 
assistance  available  to  public  medical  institutions  to  undertake  neces- 
sary modernization  projects. 

20.  The  bill  would  extend  Federal  loan  and  loan  guarantee  pro- 
grams to  support  health  care  facility  development  although  support 
would  be  limited  to  priority  areas.  The  legislation  would  repeal  the 
provisions  of  existing  law  which  have  provided  allotment  grants  to 
States  to  develop  health  care  facilities. 

21.  Grant  authority  for  the  construction  of  outpatient  medical 
facilities  in  medically  underserved  areas  and  the  conversion  of  exist- 
ing facilities  into  facilities  for  outpatient  and  long  term  care  would  be 
established  by  the  bill. 

22.  The  legislation  would  establish  a  program  to  assist  and  encourage 
the  discontinuance  of  unneeded  hospital  services  by  providing  financial 
assistance  to  hospitals  who  voluntarily  close  or  convert  part  or  all  of 
their  facility. 

III.  Cost  or  Legislation 

As  reported  by  the  Committee,  H.R.  3041  provides  authorizations 
of  appropriations  for  fiscal  years  1980,  1981.  and  1982  in  the  amounts 
shown  in  the  following  table. 

AUTHORIZATIONS  OF  APPROPRIATIONS  FOR  FISCAL  YEARS  1980,  1981,  1982  PROVIDED  BY  H.R.  3041 

[In  millions  of  dollars] 


Fiscal  year 
1980        1981         1982  Total 


Title  XV: 

Health  systems  aeency  planning  grants  (sec.  1516)   

State  health  planning  and  devpiooment  planning  grants  (sec.  1525). 

Rate  regulation  grants  (sec.  1526)  

Grants  for  reduction  of  excess  capacity  (sec.  1528)  

Centers  for  health  planning  (sec.  1534)   

Subtotal     

Title  XVI : 

Project  grants  for  modernization  of  public  hospitals  (sec.  1625<'a')).. 
Project  grants  for  outpatient  and  long-term  facilities  (sec.  1625(b)). 

Area  health  service  development  grants  (sec.  1640)  

Project  grants  for  closure  and  conversion  (sec.  1643)   

Subtotal       

Total  authorization  levels    


150 

160 

170 

480 

35 

37 

39 

111 

6 

7 

8 

21 

4 

4 

4 

12 

10 

11 

12 

33 

205 

219 

233 

657 

50 

50 

50 

150 

15 

15 

15 

45 

25 

40 

50 

115 

50 

75 

100 

225 

140 

180 

215 

535 

345 

399 

448 

1, 192 

These  figures  may  be  compared  with  the  recent  budgetary  author- 
izations of  title  XV  and  XVT. 
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AUTHORIZATIONS/APPROPRIATIONS  UNDER  PUBLIC  LAW  93-641 
[In  thousands  of  dollars] 


Authorizations  Appropriation 


1975      1976      1977      1978      1979         1975      1976      1977      1978      1979     1980  1 

TITLE  XV 
Health  systems 

agencies   60,000  90,000  125,000  125,000  125,000    64,090  97,000  107,000  107,000  115,400 

State  agencies   25,  000  30,  000  35,  000  35,  000  35,  000    19,  000  24,  500  29,  500  29,  500    30,  000 

Rate  regulation   4,000    5,000    6,000    6,000    6,000    2,000    2,000  (2)  

Centers  for  health 

planning   5,000    8,000  10,000  10,000   10,000  10,000    7,500    6,500    6,500  6,500   

TITLE  XVI 
Area  health  services 

development         25,000  75,000  120,000  120,000  120,000     

Health  facilities 
construction: 
Sec.  1602  formula 

grants  125,000  130,000  135,000  135,000  135,000  351,750  

Sec.  1625  project 

grants     67,500  67,500     

Closure  and  con- 
version     -     30,000 

Total  244,  000  338,  000  431,  000  498,  500  498,  500  10,  000  142,  350  130,  000  145,  000  143,  000   175,  000 

1  Administration  proposal. 

2  Program  budget  transferred  to  HCFA. 

3  22  percent  may  be  used  for  sec.  1625  project  grants. 

Source:  Bureau  of  Health  Planning,  Office  of  Policy  Development,  Feb.  8,  1979. 

IV.  Brief  History  and  Need  for  Legislation 

Congressional  interest  in  effective  health  planning  and  resources 
development  beeran  with  the  enactment  of  the  Hill-Burton  program, 
(Public  Law  79-725)  in  1946.  Not  only  did  this  program  provide  fimds 
for  the  construction  of  needed  hospitals  but  it  clearly  contemplated 
that  the  States  which  received  those  funds  would  use  them  in  accord- 
ance with  a  planning  process.  States  were  to  determine  their  need  for 
additional  medical  facilities  and  develop  plans  to  use  the  available 
funds  to  fill  unmet  needs. 

Few  substantive  changes  w^ere  made  in  the  Hill-Burton  progi'am 
until  1964  when  it  was  amended  to  include  new  authority  for  the  fund- 
ing of  regional,  or  areawide,  voluntary  health  facilities  planning  agen- 
cies (sometimes  called  "318  agencies"  after  the  section  of  the  Public 
Health  Act  under  which  they  were  authorized.  This  new  authority 
rapidly  led  to  the  funding  in  a  number  of  major  metropolitan  areas  of 
nonprofit  private  corporations  governed  by  boards  of  community  lead- 
ers and  health  care  providers  wdiich  sought  to  plan  for  the  develop- 
ment of  needed  hospitals  and  other  health  care  facilities  in  their 
communities. 

The  89th  Congress  saw  the  enactment  of  Medicare  and  Medicaid 
programs  providing  for  the  first  time  for  extensive  Federal  participa- 
tion in  the  financing  of  health  care  services.  The  Heart  Disease,  Can- 
cer, and  Stroke  Amendments  of  1965  (Public  Law  89-239)  and  the 
Comprehensive  Health  Planning  and  Public  Healtli  Services  Amend- 
ments of  1966  (Public  Law  89-749)  which  established  the  regional 
medical  prosram  (RMP)  and  the  comprehensive  health  planning  pro- 
gram (CHP)  respectively,  were  also  products  of  the  89th  Congress. 
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AMiile  the  Hill-Burton,  KMP,  and  CHP  programs  had  the  common 
goal  of  improving  the  health  of  the  American  people  and  made  im- 
pressive contributions  to  better  resource  availability,  their  efforts  were 
also  marked  by  lack  of  adequate  financing,  overlap  and  duplication  of 
responsibilities,  absence  of  a  sufficient  mandate  for  implementation  of 
their  authorities,  inadequate  coordination  between  the  planning  bodies 
and  the  various  public  agencies  responsible  for  funding  health  re- 
sources development,  and  lack  of  general  g*uidance  as  to  national 
health  priorities  and  goals.  Because  of  its  growing  concern  with  re- 
spect to  the  increasing  costs  of  health  care  and  the  failure  of  the  exist- 
ing programs  to  rationalize  the  delivery  of  health  care  services,  the 
committee  conducted  extensive  hearings  m  1974  on  legislation  which 
substantially  revised  and  strengthened  both  the  health  plamiing  and 
resources  development  functions  of  the  existing  authorities. 

After  many  months  of  hearings  and  debates,  the  Congress  con- 
cluded that  previous  attempts  to  plan  for  health  services  and  to  de- 
velop resources  in  a  rational  manner  had  not  been  successful  and  that 
there  was  a  need  to  restructure  and  strengthen  areawide  and  State 
planning  for  health  services,  manpower,  and  facilities.  It  was  also 
evident  that  a  national  health  planning  policy  which  could  provide 
guidance  for  the  development  of  resources  throughout  the  nation  (es- 
pecially medical  facilities  and  new  technolog}^)  and  assistance  in  set- 
ting priorities  for  Federal  programs  and  investments  was  required. 

In  the  absence  of  clear  national  goals  and  guidelines  (and  internally 
consistent  Federal  policies) ,  programs  aimed  at  improving  the  system 
had  been  fragmented  and  uncoordinated — continuing  or  exacerbating 
existing  problems  of  maldistribution  and  spiraling  costs.  Inadequate 
incentives  to  use  appropriate  levels  of  care  and  for  the  substitution  of 
ambulator^^,  intermediate  and  home  health  care — all  less  expensive 
than  inpatient  care — were  found  to  have  contributed  to  the  cost  spiral. 
The  massive  infusion  of  Federal  fimds  in  the  19T0's  into  the  existing 
system — with  no  cost  containment  incentives,  indeed  with  a  number  of 
cost  inflating  pressures — contributed  to  the  increase,  and  yet  failed 
to  produce  an  adequate  supply  or  distribution  of  health  resources  for 
all  parts  of  the  country. 

The  most  serious  problems  confronting  the  nation  as  a  whole  related 
to  the  burgeoning  costs  of  health  care  and  the  seemingly  endless  pos- 
sibilities for  care  which  resulted  from  the  technological  and  biomedical 
discoveries  of  the  previous  20  years.  These  latter  two  forces — cost  in- 
creases and  technological  advances — coupled  with  the  growth  in  the 
number  of  elderly  with  their  higher  service  needs,  and  the  shift  from 
the  predominance  of  acute  and  infectious  conditions  to  chronic  health 
problems — spotlighted  a  need  for.  and  triggered  widespread  interest 
in,  imoroved  health  planning  and  resources  distribution  in  this  Na- 
tion. Congressional  consideration  culminated  in  the  enactment  of  the 
Xational  Health  Planning  and  Kesources  Development  Act  of  1974, 
Public  Law  93-641,  which  was  sigTied  by  President  Ford  on  Janu- 
ar\^  4, 1975. 

The  passage  of  Public  Law  93-641  was  intended  to  provide  new  and 
improved  structure  and  support  for  effective  health  planning  and  a 
more  systematic  development  of  resources,  especially  new  technology. 
Based  on  its  study  of  the  predecessor  programs.  Congress  chose  to 
combine  the  best  features  of  these  earlier  efforts  into  a  single  new  Fed- 
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eral,  State,  and  areawide  program  for  health  planning  and  resources 
development  rather  than  continue  all  of  the  programs  then  in  existence 
as  separate  activities  or  extend  one  at  the  expense  of  the  others.  Each 
of  the  former  programs  had  compiled  an  impressive  list  of  accomplish- 
ments ;  yet  their  uncoordinated,  simultaneous  existence,  however,  had 
left  parts  of  the  country  without  areawide  or  regional  planning,  had 
led  in  some  communities  to  conflicts  and  difficulty  in  defining  appro- 
priate roles,  and  had  necessarily  resulted  in  some  duplication  of  effort, 
inefficiency,  and  wasting  of  scarce  Federal  resources  and  even  scarcer 
expert  staff. 

The  need  for  strengthened  and  coordinated  planning  for  personal 
health  services  is  growing  increasingly  more  apparent  as  health  care 
costs  continue  to  rise  rapidly.  At  the  present  time  much  of  the  health 
care  industry  does  not  respond  to  classic  marketplace  forces.  The 
highly  technical  nature  of  medical  services  together  with  the  growth 
of  third  party  reimbursement  mechanisms  act  to  attenuate  the  usual 
forces  influencing  the  behavior  of  consumers  with  respect  to  personal 
health  services.  For  the  most  part,  the  doctor  makes  purchasing  de- 
cisions on  behalf  of  the  patient  and  the  services  are  frequently  reim- 
bursed under  health  insurance  programs  so  that  choices  are  not  based 
on  the  price  of  a  service,  thus  reducing  the  patient's  immediate  in- 
centive to  contain  expenditures. 

Investment  in  costly  health  care  resources,  such  as  hospital  beds, 
coronary  care  units  and  CT  scanners  has  frequently  been  made  without 
regard  to  the  existence  of  similar  facilities  or  equipment  already  op- 
erating in  an  area.  Investment  in  costly  facilities  and  equipment  not 
only  results  in  capital  accumulation,  but  establishes  an  ongoing  de- 
mand for  payment  to  support  those  services.  There  is  convincing  evi- 
dence from  many  sources  that  overbuilding  facilities  has  occurred  in 
many  areas,  and  that  maldistribution  of  high  cost  services  exists. 

At  the  same  time,  widespread  access  and  distribution  problems  exist 
with  respect  to  medical  facilities  and  services.  In  many  urban  areas, 
hospitals,  clinics  and  other  medical  care  institutions  and  services  are 
crowded  into  relatively  tiny  sectors,  while  large  areas  go  poorly  served 
or  completely  unserved.  Many  rural  communities  are  without  a  phy- 
sician or  any  other  type  of  health  care  service,  while  adjacent  urban 
areas  are  oversupplied. 

The  health  planning  program  is  designed  so  that  decisions  about 
health  care  needs  and  priorities  are  made  at  the  local  level  by  organi- 
zations composed  of  consumers,  local  elected  officials  and  providers 
working  together  and  in  conjunction  with  State  governments.  By  car- 
rying out  planning,  review  and  implementation  activities  HSAs  and 
State  planning  agencies  seek  to  assure  the  rational  development  of  in- 
stitutional health  services,  help  coordinate  federal  investment  in  local 
areas,  identify  unmet  needs  and  work  with  others  to  design  programs 
to  meet  those  needs,  and  identify  services  where  excess  capacity 
exists  and  encourage  its  reduction. 

The  goal  of  the  health  planning  program— to  provide  access  to 
quality  care  at  a  reasonable  cost — is  as  important  today  as  it  was  in 
1974  when  this  legislation  was  enacted.  Many  sectors  of  our  Nation, 
particularly  rural  areas,  do  not  have  access  to  even  basic  medical  serv- 
ices. Health  systems  agencies  (HSAs)  and  State  health  planning  and 
development  agencies  (SHPDAs)  are  working  with  local  groups  to 
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attract  necessary  medical  resources  to  those  areas.  It  is  clear  that  the 
rapid  rise  in  health  care  costs  presents  us  with  a  major  problem. 
Health  planning-  agencies  are  working  on  this  problem  through  the 
review  of  new  institutional  health  services  by  assuring  that  only  those 
services  and  facilities  which  are  needed  are  allowed  to  be  developed 
and  constructed.  Excess  hospital  capacity  is  also  a  problem  for  some 
areas  and  health  planning  ag'encies  are  working  with  local  communi- 
ties to  consolidate  health  care  facilities  to  use  existing  facilities  to 
provide  alternative  services  as  appropriate.  Good  health  planning  is 
essential  if  we  are  to  successfully  meet  these  needs  and  improve  the 
efficiency  of  our  health  care  delivery  system. 

V.  Description  of  Existing  Law  (Public  Law  93-641) 

OVERVIEW 

The  National  Health  Planning  and  Resources  Development  Act 
of  1974,  P.L.  93-641,  was  composed  of  two  principal  parts.  The  first 
added  a  new  title  XV  to  the  Public  E[ealth  Service  Act^ — National 
Health  Planning  and  Development — as  a  replacement  for  previous 
health  planning  initiatives  authorized  under  the  Regional  Medical 
Program  and  the  Com]:>rehensive  Plealth  Planning"  Program.  The 
second,  added  a  new  title  XVI  to  the  PHS  Act  for  ITealth  Resources 
Development — as  a  replacement  in  large  part  for  the  Hill-Burton 
medical  facilities  construction  program.  Although  the  Hill-Barton 
program  was  not  actually  repealed  and  the  requirements  pertaining  to 
facilities  funded  under  its  authority  were  to  remain  in  effect,  the  new 
title  XVI  program  was  to  be  the  conduit  for  future  allocation  of 
Federal  funds  for  construction,  modernization,  and  conversion  of 
health  facilities. 

Part  A  of  the  new  title  XV  established  a  National  Council  on 
Health  Planning  and  Development  and  directed  the  Secretary  of 
HEW  to  issue  national  guidelines  for  health  planning.  Part  B  of 
the  new  title  created  a  svstem  of  health  systeins  agencies  (HSAs) 
responsible  for  areawide  health  planning  and  development  through- 
out the  country.  Part  C  of  the  title  provided  assistance  to  State 
governments  in  the  development  and  funding  of  State  health  plan- 
ning and  development  ag'encies  (SHPDAs).  Part  D  contained  sreneral 
provisions  applicable  to  the  above  programs,  including  authorization 
for  regional  centers  for  health  planning.  Parts  A,  B,  C,  and  D  of 
the  new  title  XVI  revised  the  program  of  State  allotments,  loans  and 
loan  guarantees,  and  special  project  grants  for  health  facilities  con- 
struction, modernization,  and  conversion.  Part  E  of.  :the  new  title 
XVI  contained  general  provisions  relating  to  the  foregoing  proq:rams. 
Part  F  provided  area  health  services  development  funds  to  HSAs  for 
their  use  in  development  of  health  resources  designed  to  implement 
their  health  plans. 

national  guidelines  for  health  planning 

The  law  directed  the  Secretary  of  HEW  to  issue,  within  18  months 
of  enactment,  guidelines  concerning  national  health  planning  policy 
and  to  revise  such  guidelines  as  deemed  appropriate.  In  issuing  guide- 
lines, the  Secretary  was  to  include  standards  respecting  the  appro- 
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priate  supply,  distribution,  and  organization  of  health  resources  and 
a  statement  of  national  health  planning  goals  expresed  to  the  max- 
imum extent  practicable  in  quantitative  terms.  Recommendations  and 
comments  were  to  be  solicited  from  HSAs,  SHPDAs,  Statewide 
Health  Coordinating  Councils,  associations  and  specialty  societies 
representing  medical  and  other  health  care  providers,  and  the  National 
Council  on  Health  Planning  and  Development  (sec.  1501) . 

NATIONAL  HEALTH  PRIORITIES 

The  legislation  included  a  list  of  national  health  priorities  which 
were  to  be  given  special  consideration  in  the  formulation  of  national 
health  planning  goals  and  in  the  development  and  operation  of  Fed- 
eral, State,  and  area  health  planning  and  resources  development  pro- 
grams. The  priorities  included : 

(1)  Provision  of  primary  care  services  for  medically  under- 
served  populations,  especially  those  located  in  rural  or  economi- 
ically  depressed  areas ; 

(2)  Development  of  multi-institutional  systems  for  coordina- 
tion or  consolidation  of  institutional  health  services; 

(3)  Development  of  medical  group  practices,  health  mainte- 
nance organizations,  and  other  organized  systems  for  provision 
of  health  care ; 

(4)  Training  and  increased  utilization  of  physician  assistants, 
especially  nurse  clinicians ; 

(5)  Development  of  multi-institutional  arrangements  for  shar- 
ing of  support  services  necessary  to  all  health  service  institutions; 

(6)  Promotion  of  activities  to  achieve  needed  imDrovements  in 
quality  of  health  services,  including  needs  identified  by  profes- 
sional standards  review  organizations  under  title  XI  of  the  Social 
Security  Act ; 

(7)  Development  by  health  service  institutions  of  capacity  to 
provide  various  levels  of  care  on  a  geographically  integrated 
basis ; 

(8)  Promotion  of  disease  prevention  activities,  including 
studies  of  nutritional  and  environmental  factors  affecting  heatlh 
and  the  provision  of  preventive  health  care  servdces: 

(9)  Adoption  of  imiforai  cost  accounting,  simplified  reimburse- 
ment, and  utilization  reporting  systems  and  improved  manage- 
ment procedures  for  health  service  institutions ;  and 

(10)  Development  of  effective  methods  for  general  public  edu- 
cation about  proper  personal  health  care  and  effective  use  of 
available  services  (sec.  1502) . 

NATIONAL  COUNCIL  ON  HEALTH  PLANNING  AND  DEVELOPMENT 

The  law  established  in  the  Department  of  HEW  an  advisory  coun- 
cil known  as  the  National  Council  on  Health  Planning  and  Develop- 
ment. The  Council  was  charged  with  resr»onsibility  for  advising,  con- 
sulting with,  and  making  recommendations  to  the  Secretary  with 
respect  to  (1)  development  of  the  national  sfuidelines:  (2)  the  imple- 
mentation and  administration  of  the  programs  established  under  the 
Act;  and  (3)  evaluation  of  implications  of  new  medical  technology 
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for  the  organization^  delivery,  and  equitable  distribution  of  health 
care  services. 

The  Council  was  to  be  composed  of  15  members,  with  the  Chief 
Medical  Director  of  the  Veterans'  Administration,  the  Assistant  Sec- 
retary for  Health  and  Environment  of  the  DeDartment  of  Defense 
and  the  Assistant  Secretary  for  Health  of  the  Department  of  HEW 
included  as  nonvoting  ex  officio  members.  The  remainder  were  to  be 
appointed  by  the  Secretary  to  serve  for  staggered  six  year  terms  and 
were  to  include  persons  who,  as  a  result  of  their  training,  experience 
or  attainments,  were  exceptionally  well  qualified  to  assist  in  carrying 
out  the  Council's  functions.  Not  less  than  five  were  to  be  persons  who 
were  not  health  care  providers,  not  more  than  three  were  to  be  Federal 
employees,  not  less  than  three  were  to  be  members  of  HSA  sfoverning 
bodies,  and  not  less  than  there  were  to  be  members  of  Statewide  Health 
Coordinating  Councils  fSHCCs) .  In  addition,  the  two  major  political 
parties  were  to  be  equally  represented.  Voting  members  were  to  select 
a  Chairman  from  amona:  their  number.  Council  members  were  to  be 
compensated  and  allowed  to  appoint,  fix  the  pay  of,  and  prescribed  the 
functions  of  supporting  staff.  In  addition,  the  Council  could  utilize 
the  services  of  experts  and  consultants  (sec.  1503) . 

HEALTH  SER^TCCE  AREAS 

Under  the  law  the  Governor  of  each  State  was  to  designate  the 
boundaries  of  health  service  areas  for  which  health  systems  agencies 
were  to  be  desisfnated. 

Health  service  areas  were  to  be  geographic  reiofions  appropriate  for 
the  effective  planning  and  development  of  health  services,  determined 
on  the  basis  of  such  factors  as  population  and  the  availability  of  re- 
sources to  provide  all  necessary  health  services  for  area  residents.  To 
the  extent  practicable,  each  area  was  to  include  at  least  one  center  for 
the  provision  of  specialized  healtli  services.  A  health  service  area  could 
encompass  a  maximum  population  of  three  million  except  in  areas 
which  inchided  a  Standard  Metropolitan  Statistical  Area  (SMSA) 
of  more  than  three  million.  The  minimum  population  size  for  an  area 
was  to  be  500.000  except  that  it  could  be  as  low  as  200,000  in  unusual 
circumstances  and  be^ow  200,000  in  highly  unusual  circumstances.  To 
the  maximum  extent  feasible,  the  area  was  to  be  coordinated  with  other 
relevant  existing:  S'eographic  areas  including:  Professional  Standards 
Review  Organization  areas  and  existing  regional  planning  and  State 
plannins:  and  administrative  areas. 

The  boundaries  were  to  be  established  so  as  to  recog'nize  the  differ- 
ences in  health  plannins:  and  resources  development  needs  between 
nonmetropolitan  and  metropolitan  areas  and  to  take  into  account  any 
economic  or  geographic  barrier  to  receipt  of  services  in  nonmetropoli- 
tan areas.  Each  S]MSA  was  to  be  entirely-  contnined  within  the  bounda- 
ries of  one  health  service  area  unless,  with  the  Secretary's  approval,  the 
Governor  of  each  State  in  which  an  SMSA  was  located  determined 
otherwise. 

Boundaries  were  to  coniform  to  tho'^e  of  the  pre-existino-  31^  (h)  com- 
prehensive health  plannins"  ao^encies  if  the  areas  encompassed  by  these 
former  a.Q-encies  met  the  desiq-nation  renuirements.  The  Governor  could 
waive  this  requirement  if  he  found  that  the  designation  of  another 
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area  was  more  appropriate  for  effective  planning  and  development  oij 
health  resources. 

The  law  detailed  the  procedures  to  be  followed  in  the  designation 
process.  The  areas  proposed  by  the  Governors  were  to  serve  as  the 
official  boundary  designations  unless  they  were  inconsistent  with  the 
law's  requirements  or  did  not  include  a  portion  of  the  United  States. 
In  such  instances,  the  Secretary  was  given  authority  to  make  necessary 
changes.  The  initial  designation  process  for  all  States  (except  those 
specifically  exempted  under  section  1536  discussed  below)  was  to  be 
completed  by  J anuary  4, 1976. 

The  appropriateness  of  boundary  designations  was  to  be  reviewed 
by  the  Secretary  on  a  continuing  basis.  Eevisions  could  be  initiated 
either  by  the  Secretary,  the  Governor,  or  designated  health  systems 
agencies,  but  revisions  could  only  be  made,  after  consultation  with 
Governors  and  appropriate  agencies,  if  the  Secretary  determined  that 
the  boundary  no  longer  met  the  specified  requirements  (section  1511). 

HEALTH  SYSTEMS  AGENCIES 

The  law  provided  for  the  creation  of  a  nationwide  network  of  health 
systems  agencies  (HSAs)  responsible  for  area  wide  or  regional  health 
planning  and  resources  development  in  their  respective  health  service 
areas.  Health  systems  agencies  could  be  either  non-profit  private  cor- 
porations or  public  entities.  A  nonprofit  private  corporation  (or  sim- 
ilar legal  entity)  :  (1)  was  required  to  be  incorporated  in  the  State  in 
which  the  largest  part  of  the  population  of  its  health  service  areas 
resided;  (2)  could  not  be  a  subsidiary  of  or  otherwise  controlled  by 
another  public  or  private  entity;  and  (3)  could  only  engage  in  health 
planning  and  development  functions. 

A  public  entity  could  be  either  (1)  a  single  unit  of  general  local 
government  if  its  area  of  jurisdiction  was  identical  to  that  of  the  appli- 
cable health  service  area,  or  (2)  a  public  regional  planning  body  which 
had  a  planning  area  identical  to  the  health  service  area  and  either  had 
a  governing  board  (the  majority  of  the  members  of  which  were  elected 
local  officials)  or  was  authorized  by  State  law  (in  effect  prior  to  the 
enactment)  to  carry  out  requisite  health  planning  and  review  functions. 
Health  systems  agencies  were  prohibited  from  being  or  operating  an 
educational  institution. 

HSAs  were  to  employ  staff  who  possessed  expertise  in  administra- 
tion, gathering  and  analysis  of  data,  health  planning,  and  in  the  devel- 
opment and  use  of  health  resources.  The  functions  of  planning  and 
development  of  health  resources  were  to  be  conducted  by  staffs  with 
skills  appropriate  to  each  function.  Each  HSA  was  to  have  a  minimum 
staff  of  five  professionals,  or  one  professional  (up  to  25)  for  every 
100,000  persons  in  the  area,  whichever  was  greater.  Methods  of  selec- 
tion, compensation,  promotion,  and  discharge  of  staff  members  were 
to  be  determined  by  each  agency,  with  the  stipulation  that  renumera- 
tion  for  any  position  be  at  least  equal  to  that  for  comparable  positions 
in  the  area.  The  agenc^^  could  also  employ  consultants  and  contract 
with  individuals  or  entities  for  the  provision  of  services. 

Public  HSAs  were  required  to  have  a  separate  governing  body  for 
health  planning  with  exclusive  authority  to  perform  the  requisite 
planning  functions.  Private  HSAs  were  required  to  have  a  governing 
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body  composed  of  10-30  members  except  that  the  number  could  exceed 
30  if  the  governing  body  established  an  executive  committee,  composed 
of  up  to  25  members  of  the  full  governing  body  and  delegated  its  au- 
thority to  act  to  the  committee  (except  for  the  establishment  of  health 
plans). 

The  governing  body  was  given  responsibility  for  the  internal  affairs 
of  the  agency,  establishment  of  a  health  system  plan  (HSP)  and 
annual  implementation  plan  (AIP),  approval  of  grants  and  contracts 
awarded  to  implement  these  plans,  approval  of  actions  taken  pursuant 
to  agency  review  functions,  issuance  of  an  annual  report,  and  addi- 
tional functions  relating  to  its  operation.  The  governing  body  could 
act  only  upon  a  majority  vote  of  its  members,  a  quorum  (50  percent) 
being  present,  at  a  meeting  called  upon  adequate  notice  to  all  its 
members. 

Consumers  were  to  fill  a  majority  (but  not  more  than  60  percent)  of 
the  membership  positions  on  the  governing  body  and  executive  com- 
mittee. The  remaining  members  were  to  be  health  care  providers 
residing  in  the  area  who  represented  health  professionals  (including 
physicians,  particularly  practicing  physicians,  dentists,  nurses,  and 
others)  ;  health  care  institutions  (particularly  hospitals,  long-term 
care  facilities,  and  health  maintenance  organizations)  ;  health  care 
insurers ;  health  professional  schools ;  and  the  allied  health  professions. 
At  least  one  third  of  the  provider  members  were  required  to  be  direct 
providers  of  health  care,  as  opposed  to  indirect  providers  defined 
as  individuals:  (1)  holding  a  fiduciary  position  with,  or  fiduciary 
interest  in  entities  engaged  in  provision  of  health  care  or  in  such 
research  or  instruction,  or  entities  engaged  in  drug  manufacture; 
(2)  receiving  (either  directly  or  through  one's  spouse)  more  than 
one-tenth  of  gross  annual  income  from  research  or  instructions  in 
or  provision  of  health  care,  or  from  manufacture  of  drugs  or  other 
articles  used  in  health  care;  (3)  who  were  members  of  the  immediate 
family  of  a  direct  or  indirect  provider;  or  (4)  employed  by  health 
insurers. 

Membership  was  to  include  (either  as  consumer  or  provider  repre- 
sentatives) public  elected  officials,  other  representatives,  of  local 
governmental  authorities,  representatives  of  local  public  and  private 
health  agencies,  and  a  proportional  percentage  of  residents  of  the 
nonmetropolitan  areas  within  the  service  area.  Where  the  health 
service  area  included  a  hospital  or  other  health  facility  of  the  Veterans' 
Administration  or  a  qualified  health  maintenance  organization,  HSA 
membership  was  to  include  at  least  one  representative  of  such  an  entity, 
in  the  case  of  the  VA  representatives  on  an  ex  officio  basis.  Any  sub- 
committees or  advisory  groups  appointed  by  the  governing  body  or 
executive  committee  were  to  be  composed  to  the  extent  practicable 
in  a  similar  manner. 

Consumer  members  were  to  be  residents  of  the  health  service  area 
who  were  not  (or  within  the  12  months  preceding  appointment  had 
not  been)  providers  and  who  were  broadly  representative  of  the  social, 
economic,  linguistic,  and  racial  population,  geographic  areas  of  the 
health  service  area,  and  major  purchasers  of  health  care. 

The  law  provided  that  members  or  employees  of  HSAs  were  to  be 
exempt  from  civil  liability  in  the  performance  of  their  functions,  pro- 
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vicled  such  individuals  had  acted  \yithin  the  scope  of  their  responsibili- 
ties, exercised  due  care,  and  acted  without  malice. 

HSAs  were  precluded  from  accepting  funds  or  other  contributions 
of  facilities  or  services  from  individuals  or  entities  with  a  financial  or 
other  direct  interest  in  the  development,  expansion,  or  support  of 
health  resources.  Agencies  were  permitted  to  accept  contributions 
from  charitable  foundations  such  as  those  described  in  section  509(a) 
of  the  Internal  Revenue  Code  of  1954,  provided  such  entities  were  not 
directly  engaged  in  the  provision  of  health  care  in  the  area. 

Health  systems  agencies  were  required  to  make  reports  and  keep 
records  as  required  by  the  Secretary,  provide  for  such  fiscal  control 
and  fund  accounting  procedures  as  he  might  require,  and  permit  the 
Secretary  and  Comptroller  General  access  to  records  and  documents. 

Subarea  councils  meeting  the  composition  requirements  for  HSAs 
could  be  established  by  the  HSA  to  advise  the  governing  body  on 
performance  of  its  functions  (sec.  1512) . 

FUXCTIOXS  OF  HEALTH  SYSTEMS  AGENCIES 

The  primary  responsibility  of  each  HSA  was  the  provision  of  effec- 
tive health  planning  for  its  health  service  area  and  the  promotion  of 
the  development  of  services,  manpower,  and  facilities  which  met  iden- 
tified needs,  reduced  documented  inefficiencies,  and  implemented  the 
health  plans  of  the  agency.  HSAs  were  to  undertake  this  responsibility 
in  order  to:  (1)  improve  the  health  of  area  residents;  (2)  increase 
accessibility  (including  overcoming  geographic,  architectural,  and 
transportation  barriers),  acceptability,  continuity,  and  quality  of 
health  services;  (3)  restrain  increases  in  the  cost  of  health  services; 
and  (4)  prevent  unnecessary  duplication  of  health  resources.  To  meet 
this  responsibility,  each  agency  had  to  perform  specified  functions. 

Each  agency  was  required  to  collect  and  analyze  health  data  for  its 
area  utilizing  wherever  possible  existing  data.  After  consideration  of 
this  data,  national  guidelines  for  health  planning,  and  national  health 
priorities,  the  agency  was  required  to  establish,  annually  review,  and 
revise  as  necessary  a  health  systems  plan  (HSP) .  Each  HSP  was  to  be 
a  detailed  statement  of  goals;  (1)  describinir  a  health  system  which 
would  assure  availability  and  accessibility  of  quality  health  services, 
continuity  of  care,  and  reasonable  cost  of  services;  (2)  responsive  to 
the  unique  needs  and  resources  of  the  area;  and  (3)  which  took  into 
account  and  was  consistent  with  the  national  ouidelines.  The  agency 
was  required  to  conduct  a  public  hearing  prior  to  establishing  the 
HSP. 

As  an  adjunct  to  the  HSP,  the  agency  was  also  l  equired  to  establish 
an  annual  implementation  plan  ( AIP)  describing  objectives  to  achieve 
the  goals  of  the  HSP  and  priorities  among  these  objectives.  It  was  also 
required  to  develop  and  publish  specific  plans  and  projects  to  achieA^e 
these  objectives. 

In  implementing  its  HSP  and  AIP,  each  health  systems  agency  was 
I'equired  to  perform  the  following  functions:  (1)  implement  plans  to 
the  extent  practicable  with  the  assistance  of  individuals  and  public 
and  private  entities  in  the  area  ;  (2)  inovide,  in  accordance  with  AIP 
priorities,  technical  assistance  to  achieve  tiie  health  system  described 
in  the  HSP;  and  (3)  in  accordance  with  AIP  priorities,  make  grants 
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to  public  and  nonprofit  private  entities  and  enter  into  contracts  with 
individuals  and  public  and  nonprofit  private  entities  for  planning  and 
developing  projects  and  programs  to  achieve  the  health  system  de- 
scribed in  the  HSP.  Grants  and  contracts  for  such  purposes  were  to 
be  made  from  the  Area  Health  Services  Development  Fund,  and  rould 
not  be  applied  toward  the  costs  incurred  in  delivering  health  services 
or  the  construction  or  modernization  of  facilities.  Grants  and  contracts 
were  limited  to  a  one-year  period  with  each  individual  or  entity  eligible 
for  a  maximum  of  two  awards  for  any  project  or  program. 

Each  agency  was  required  to  coordinate  its  activities  with,  secure 
appropriate  data  from,  to  the  extent  practicable  provide  technical  as- 
sistance to,  and  enter  into  agreements  with  Professional  Standards 
Review  Organizations  (established  under  section  1152  of  the  Social 
Security  Act),  and  other  appropriate  general  or  special  purpose  re- 
gional planning  or  administrative  agencies  or  other  appropriate  en- 
tities. 

Each  HSA  was  given  responsibility  to  review  and  approve  or  dis- 
approve the  proposed  uses  within  its  area  of  Federal  funds  under  the 
Public  Health  Service  Act,  the  Community  Mental  Health  Centers 
Act,  and  the  Comprehensive  Alcohol  Abuse  and  Alcoholism  Pre- 
vention, Treatment,  and  Rehabilitation  Act  of  1970  for  grants,  con- 
tracts, loans  or  loan  guarantees  for  the  development,  expansion,  or  sup- 
port of  health  resources.  Such  review  was  to  extend  to  Federal  funds 
made  available  by  the  State  from  an  allotment  to  the  State  under  the 
authorities  mentioned  above.  Review  of  funds  for  grants  or  contracts 
under  titles  IV,  VII,  or  VIII  of  the  PHS  Act  was  restricted  to  proj- 
ects involving  development  of  health  resources  intended  for  use  in  the 
area  or  for  the  delivery  of  health  services.  The  HSA  was  also  required 
to  inform  Indian  tribes  of  the  availability  of  Federal  funds;  how- 
ever, it  could  only  review  and  comment  on  the  proposed  use  of  Fed- 
eral funds  located  within  certain  Indian  areas. 

The  Agency  was  given  60  days  to  make  any  required  review.  If 
an  agency  were  to  recommend  disapproval  of  proposed  expenditures, 
the  Secretary  could  not  make  funds  available  until  he  had  made,  upon 
request  of  the  entity  making  the  proposal,  a  rewiev  of  the  agency  de- 
cision. In  reviewing  this  decision,  the  Secretary  was  to  give  the  appro- 
priate State  health  planning  and  develoDment  agency  (referred  to  as 
the  State  Agency)  opportunity  to  consider  the  decision  and  submit 
its  comments  to  the  Secretary.  After  taking  these  comments  (if  any) 
into  consideration,  the  Secretary  could  decide  to  make  the  Federal 
funds  in  question  available  for  the  proposed  use.  Each  decision  to 
make  funds  available  despite  an  agency's  disapnroval  was  to  be  sub- 
mitted to  the  agency  and  the  State  Agency  together  with  a  detailed 
statement  of  the  reasons  for  the  decision. 

Each  health  systems  agency  was  required  to  review  and  make  rec- 
ommendations to  the  State  Agency  respecting  the  need  for  new  institu- 
tional health  services.  These  findings  were  to  be  used  by  the  State 
Agency  in  making;  findings  as  to  the  need  for  such  services. 

At  least  every  five  years,  each  health  systems  agency  was  required 
to  review  all  existinq;  institutional  health  services  and  make  recom- 
mendations to  the  State  Agency  respecting  the  appropriateness  in  the 
area  of  such  services.  After  consideration  of  these  recommendations, 
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and  a  review  of  all  existing  institutional  health  services  in  the  State, 
the  State  Agency  was  to  publicize  its  findings.  The  initial  review  by 
the  health  systems  agency  was  to  be  completed  wthin  3  years  of  its  full 
designation. 

Each  health  systems  agency  was  required  to  recommend  annually 
to  the  State  Agency  projects,  and  priorities  among  them  for  the 
modernization,  construction,  and  conversion  of  medical  facilities  in 
the  area  designed  to  achieve  the  agency's  HSP  and  AIP  (sec.  1513). 

ASSISTANCE  TO  ENTITIES  DESIRING  TO  BE  DESIGNATED  AS  HEALTH 
SYSTEMS  AGENCIES 

The  Act  authorized  the  Secretary  to  provide  necessary  technical 
and  other  nonfinancial  assistance  to  nonprofit  private  entities  which 
had  the  potential  to  become  health  systems  agencies.  Such  assistance 
Avas  to  include  prototype  Blans  of  ors^anization  and  ODeration.  Entities 
eligible  for  assistance  included  existing  CHP  and  RMP  agencies  (sec. 
1514). 

DESIGNATION  OF  HEALTH  SYSTEMS  AGENCIES 

The  Act  required  the  Secretary  to  enter  into  agreements  for  the 
designation  of  health  systems  agencies  at  the  earliest  date  practicable 
after  establishment  of  health  service  areas  but  no  later  than  July 
1976.  In  considering  applications  for  conditional  or  full  designation, 
the  Secretary  was  required  to  give  priority  to  applications  recom- 
mended for  approval  by  existing  area  wide  CHP  agencies  or  RMPs 
in  the  area. 

The  Secretary  could  initially  enter  into  a  conditional  desisTiation 
agreement  (not  to  exceed  2  years)  with  eligible  entities.  Prior  to 
entering  a  conditional  designation  agreement,  the  Secretary  was 
required  to  consult  with  the  Governor  of  each  State  in  which  the 
health  service  area  was  located  and  with  other  appropriate  State  and 
local  officials. 

During  the  period  of  conditional  designation,  the  Secretary  could 
require  that  the  HSA  meet  only  certain  organizational  and  opera- 
tional requirements  and  perform  only  certain  limited  functions.  The 
number  and  type  of  requirements  and  functions  would  be  proares- 
sivelv  increased,  so  that  by  the  end  of  the  period,  the  entity  could  be 
considered  for  full  designation. 

The  Secretary  could  enter  into  a  full  designation  agreement  with  an 
entity  once  he  determined  it  to  be  capable  of  fulfilling  the  full  range 
of  requirements  and  functions.  The  Governor  of  each  State  was  to  be 
consulted  regarding  the  proposed  final  designation  of  an  HSA  in  his 
State.  The  duration  of  a  full  desisjnation  agreement  was  one  year.  The 
agreement  could  be  renewed  if  the  agency  was  performing'^its  func- 
tions satisfactorily  and  continued  to  meet  the  organizational  and  op- 
erational requirements. 

Conditional  designation  agreements  could  be  terminated  upon  90 
days'  notice  by  either  the  Secretary  or  the  HSA.  Full  designation 
agreements  could  be  terminated  at  such  time  and  upon  such  notice 
by  either  partv,  as  prescribed  by  regulations,  except  that  the  Secre- 
tary could  only  terminate  such  agreements  if  the  agency  was  not 
carrying  out  the  provisions  of  the  designation  agreement  (sec.  1515) 
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PLANNING  GRANTS 

Each  agency  was  to  receive  planning  grants  for  compensation  of 
personnel,  data  collection,  planning,  and  performance  of  required 
functions.  Planning  grant  funds  could  also  be  used  to  assist  the  HSA 
in  performance  of  its  functions  but  could  not  be  used  for  the  develop- 
ment of  health  resources  or  delivery  of  health  services. 

The  amount  of  any  grant  to  a  conditionally  designated  health 
systems  agency  was  to  be  determined  by  the  Secretary.  The  amount 
of  a  grant  to  an  agency  under  full  designation  was  to  be  based  on  a 
rate  of  50  cents  per  capital,  up  to  $3.75  million.  In  addition,  the  Sec- 
retary was  authorized  to  match  locally  generated  funds  up  to  25  cents 
per  capita.  An  agency  could  not  accept  funds  for  matching  purposes 
from  any  individual  or  private  entity  having  a  financial,  fiduciary, 
or  other  direct  interest  in  the  development,  expansion,  or  support  of 
health  resources  nor  could  such  contributions  have  conditions  attached 
to  their  use.  The  minimum  planning  grant  for  a  health  systems  agency 
under  either  a  conditional  or  full  designation  agreement  was  set  at 
$175,000. 

If  the  total  amount  of  grants  to  be  made  exceeded  the  total  amount 
actually  appropriated  for  planning  grants  for  a  particular  fiscal  year, 
the  amount  for  each  health  systems  agency  was  to  be  proportionately 
reduced.  Under  these  conditions,  no  agency  could  receive  less  than 
$175,000  unless  enough  money  had  not  been  appropriated  to  make 
even  this  minimum  level  grant  to  each  agency. 

The  law  authorized  $60  million  in  fiscal  year  1975,  $90  million  in 
fiscal  year  1976,  and  $125  million  in  fiscal  year  1977  (sec.  1516). 

DESIGNATION  OF  STATE  HEALTH  PLANNING  AND  DEVELOPMENT  AGENCIES 

Public  Law  93-641  provided  for  the  establishment  in  each  State  of 
a  State  health  planning  and  development  agency  (State  Agency) 
selected  by  the  Governor  and  designated  by  the  Secretary.  Prior  to 
designation  of  the  State  Agency,  each  State  was  to  submit  to  the 
Secretary  an  approved  State  administrative  program  containing 
assurances  satisfactory  to  the  Secretary  that  the  Agency  selected  by 
the  Governor  had  the  authority  and  resources  to  administer  the  State's 
administrative  program  and  to  conduct  the  requisite  health  planning 
and  developmental  functions. 

The  Secretary  could  initially  enter  into  a  conditional  designation 
agreement  (for  a  period  not  to  exceed  2  years)  with  the  Governor  of  a 
State.  Such  agreement  had  to  include  a  plan,  submitted  by  the  Gover- 
nor, for  the  orderly  assumption  of  required  functions.  During  the 
period  of  conditional  designation,  the  State  Agency  could  be  required 
to  perform  only  those  functions  the  Secretary  deemed  it  capable  of 
performing.  The  number  and  type  of  usch  functions  would  be  pro- 
gressively increased  so  that  by  the  end  of  the  period  the  State  Agency 
could  be  considered  for  full  designation. 

The  Secretary  could  enter  a  final  designation  agreement  with  a 
Governor,  if  he  determined  the  agency  to  be  capable  of  fulfilling  the 
full  ran^e  of  required  responsibilities. 

A  full  desigTiation  agreement  was  to  be  for  a  one  year  period.  It 
could  be  renewed  if  the  State  Agency  was  fulfilling  its  responsibilities 


18 


in  a  satisfactory  manner  and  if  the  State  administrative  program 
continued  to  meet  specified  requirements. 

Conditional  designation  agreements  could  be  terminated  upon 
ninety  days'  notice  by  either  the  Secretary  or  the  State  Agency.  Full 
designation  agreements  could  be  terminated  at  such  time  and  upon 
such  notice  by  either  party  as  prescribed  by  regulations,  except  that 
the  Secretary  could  only  terminate  such  agreements  if  the  State  Agency 
Avas  not  complying  with  or  effectively  carrying  out  the  terms  of  the 
agreement.  If  a  conditional  or  final  designation  agreement  was  ter- 
minated prior  to  its  expiration,  the  Secretary  could,  in  accordance 
with  the  requisite  procedvires,  enter  into  another  agreement  with  the 
Governor  for  designation  of  a  State  Agency. 

If  a  designation  agreement  was  not  in  effect  by  October  1,  1980, 
the  Secretary  could  withhold  Federal  funds  (in  the  form  of  grants, 
loans,  loan  guarantees,  or  contracts)  under  the  PHS  Act,  the  Com- 
munity Mental  Health  Centers  Act,  or  the  Alcoholism  Act  for  the 
development,  expansion,  or  support  of  health  resources  until  such 
time  as  an  agreement  was  in  effect  (sec.  1521) . 

STATE  ADMINISTRATIVE  PROGRAM 

The  Secretary  could  not  enter  into  a  designation  agreement  with  the 
Governor  of  a  State  until  the  Governor  submitted  and  the  Secretary 
approved  a  State  administrative  program  for  the  performance  by  the 
State  agency  of  the  functions  prescribed  under  section  1523.  Prior  to 
submission,  the  Governor  was  to  afford  the  general  public  reasonable 
opportunity  for  a  presentation  of  views. 

The  law  required  the  State  to  meet  a  number  of  requirements 
designed  to  assure  the  effective  administration  of  the  program,  and 
the  Secretary  was  required  to  approve  any  State  program  which  met 
these  requirements.  He  was  further  required  to  conduct  annual  re- 
views of  the  operations  of  the  State  Program  (sec.  1522). 

STxlTE  HEALTH  PLANNING  AND  DEVELOPMENT  FUNCTIONS 

The  law  set  forth  the  following  functions  to  be  performed  by  the 
State  health  planning  and  development  agency  (or  its  designee,  in 
cases  where  these  functions  had  been  delegated  upon  request  of  the 
Governor  to  another  State  Agency  under  an  agreement  satisfactory 
to  the  secretary)  : 

(1)  conduct  the  health  plannino^  activities  of  the  State  and  seek 
to  impelment  appropriate  parts  of  the  State  health  nlnn  (prepared 
by  the  Statewide  Health  Coordinating  Council  (SHCC) )  and  the 
plans  of  the  HS  As ; 

(2)  prepare  and  revise  as  necessary,  but  at  least  annually,  a 
preliminary  State  health  plan  which  would  be  made  up  of  the 
HSP's  of  the  health  systems  agencies.  The  preliminary  State 
health  plan  was  to  be  submitted  to  the  SHCC  for  its  use  in  pre- 
paring: the  State  health  plan  ; 

(3)  assist  the  SHCC  in  review  of  the  State  medical  facilities 
plan  required  under  the  new  title  XVI,  and  in  the  performance 
of  its  functions  generally ; 

(4)  serve  as  the  designated  planning  a.<rency  of  the  State  for 
the  purposes  of  section  1122  of  the  Social  Security  Act  in  those 
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States  which  participate  in  the  1122  program,  and  administer 
the  State  certiiicate  of  need  program  which  would  apply  to  new 
institutional  services  proposed  to  be  offered  or  developed  in  the 
State ; 

(5)  make  findings  as  to  the  need  for  new  institutional  services 
proposed  to  be  offered  in  the  State  after  consideration  of  recom- 
mendations made  by  HS  As ;  and 

(6)  review  on  a  periodic  basis  (at  least  every  five  years) 
existing  institutional  health  services,  and  after  consideration  of 
recommendations  made  by  HSAs,  make  findings  public.  The 
review  had  to  be  completed  within  one  year  after  receiving 
recommendations  from  a  health  systems  agency. 

The  mandatory  certificate  of  need  program  (which  had  to  be  satis- 
factory to  the  Secretary)  was  to  provide  for  review  and  determination 
of  need  prior  to  the  time  services,  facilities,  and  organizations  were 
offered  or  developed  or  substantial  expenditures  undertaken  in  prep- 
aration for  such  offering  or  development.  The  program  was  to  assure 
that  only  those  services  found  to  be  needed  would  actually  be  offered 
or  developed.  In  administering  the  State's  certificate  of  need  program 
and  serving  as  the  section  1122  planning  agency,  the  State  A^^ency 
was  to  consider  recommendations  of  the  health  systems  agencies. 

If  a  State  Agency  were  to  make  a  decision  in  carrying  out  its  re- 
view functions  which  was  inconsistent  with  the  recommendation  of 
a  health  system  agency,  it  was  required  to  submit  a  detailed  state- 
ment to  such  agency  (sec.  1523) . 

STATEWIDE  HEALTH  COORDINATING  COUNCIL 

The  law  provided  that  each  State  health  planning  and  development 
agency  would  be  advised  by  a  Statewide  Health  Coordinating  Council 
(SHCC) .  The  SHCC  was  to  be  comprised  of  at  least  16  representatives 
appointed  by  the  Governor  from  lists  of  at  least  five  nominees  sub- 
mitted by  each  health  systems  agency  falling  in  whole  or  in  part 
within  the  State.  Each  Agency  was  entitled  to  at  least  two  representa- 
tives, and  each  agency  was  to  be  equally  represented.  At  least  half 
of  the  representatives  of  each  HSA  were  required  to  be  consumer 
representatives.  The  Governor  could  appoint  additional  representa- 
tives (at  least  half  of  whom  were  consumers)  who  could  constitute 
up  to  40  percent  of  the  total  membership.  At  least  one-third  of  the 
provider  members  had  to  be  direct  providers  of  health  care.  An  ap- 
pointee of  the  Veterans'  Administration  was  to  serve  as  an  ex  officio 
member  in  States  with  two  or  more  VA  facilities.  The  SHCC  was  re- 
quired to  select  its  own  Chairman,  hold  all  business  meetings  in  public 
and  meet  at  least  four  times  a  year. 

The  SHCC  was  directed  to  review  annually  and  coordinate  the  HSP 
and  AIP  of  each  health  systems  agency  and  report  its  comments  to  the 
Secretary  for  purposes  of  his  review  of  the  budgets  and  performance 
of  health  systems  agencies  under  section  1535.  The  SHCC  was  also 
dirceted  to  prepare  and  review,  and  revise  as  necessary  (but  at  least 
annually),  the  State  health  plan,  using  the  preliminary  plan  pre- 
pared by  the  State  Agency  as  a  draft.  The  SHCC  was  to  conduct  a 
public  hearing  on  this  proposal  and  subsequently  prepared  the  final 
plan  including  any  necessary  revisions  to  the  HSP's  of  the  health 
systems  agencies.  Each  health  systems  agency  was  required  to  make 
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available  its  HSP  for  integration  into  the  State  health  plan  and  to 
revise  such  HSP  as  required. 

The  SHCC  was  to  review  the  budget  of  each  health  systems  agency 
within  the  State  annually,  review  applications  by  HSAs  for  planning 
and  development  funds,  and  forward  its  comments  to  the  Secretary. 

In  addition,  the  SHCC  was  required  to  advise  the  State  Agency  on 
the  performance  of  its  functions  and  annually  review  and  approve  or 
disapprove  any  State  plan  and  any  application  submitted  to  the  Sec- 
retary as  a  condition  for  receipt  of  any  funds  under  allotments  made 
to  States  under  the  PHS  Act,  the  Community  Mental  Health  Centers 
Act,  and  the  Alcoholism  Act. 

If  a  SHCC  w^ere  to  disapprove  an  application  for  Federal  funds,  the 
Secretary  could  not  make  such  funds  available  until  upon  request  of 
the  Governor  of  the  State,  he  completed  a  review  of  the  SHCC 
recommendations.  If  following  his  review,  the  Secretary  approved 
the  application,  he  was  to  submit  a  detailed  statement  of  his  reasons 
to  the  SHCC  (sec.  1524). 

GRANTS  FOR  STATE  HEALTH  PLAXNIXG  AND  DEVELOPMENT 

Each  desi|gnated  State  Agency  w^as  to  receive  a  grant  from  the 
Secretary  to  assist  it  in  meeting  for  up  to  75  percent  of  its  costs  of 
operation  durinq-  the  period  for  which  the  grant  was  available  for 
obligation.  The  State  Agency  was  required  to  expend,  in  the  perform- 
ance of  its  prescribed  functions,  an  amount  from  non-Federal  sources 
equal  to  the  average  amount  spent  by  the  State  in  the  preceding 
three  years  for  similar  purposes. 

The  bill  authorized  $25  million  in  fiscal  year  1975,  $30  million  in 
fiscal  year  1976,  and  $35  million  in  fiscal  year  i977  (sec.  1525) . 

GRANTS  FOR  RATE  REGULATION 

The  law  established  a  demonstration  pi'ogr^»m  to  determine  the 
effectiveness  of  rate  regulation.  Up  to  six  State  Agencies  under  a  final 
designation  agreement  could  receive  grants  if  thev  were  currently 
rCigulating  rates  or  had  indicated  their  intent  to  regulate  rates  prior  to 
July  4,  1975.  State  Agencies  receiving  assistance  were  required  to 
provide  the  Secretary  with  a  current  budget,  set  forth  pei^onnel 
criteria,  have  a  rate  regulation  staff  headed  by  a  Director,  provide 
for  necessary  methods  of  administration  and  perform  functions  in 
accord  with  procedures  established  which  they  had  and  published. 
The  State  Agency  was  to  establish  a  procedure  whereby  it  would 
obtain  the  recommendation  of  the  appropriate  health  systems  agency 
prior  to  conducting  a  rate  review. 

The  Secretary,  in  prescribinp*  reouirements  for  State  Agencies,  was 
required  to  consider  whether  the  Agencies  should:  (1)  permit  pro- 
viders to  retain  savings  accruing  from  effective  mana.qement;  (2) 
create  incentives  for  economical  utilization  of  services;  (3)  document 
the  need  for  and  cost  impli^^ations  of  new  sei^ices :  and  (4")  employ  for 
each  class  or  type  of  provider  a  unit  for  determining  reimbursement 
rates  and  a  base  for  determining  rates  of  change  of  such  rates. 

Grants  for  rate  regulation  were  to  be  made  on  such  terms  and  con- 
ditions as  the  Secretary  prescribed.  A  grant  was  to  be  made  for  a  one 
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year  period  with  a  maximum  of  three  such  grants  awarded  to  a  single 
State  Agency. 

Each  State  Agency  receiving  a  grant  was  required  to  make  an 
annual  report  to  the  Secretary.  The  Secretaiy  was  then  to  report 
annually  to  Congress  on  the  effectiveness  of  rate  regulation. 

The  bill  authorized  $4  million  for  fiscal  year  1975,  $5  million  for 
fiscal  year  1976,  and  $6  million  for  fiscal  year  i977  (sec.  1526) . 

GENERAL  PROVISIOXS  :  DEFIXITIONS 

This  section  of  the  law  set  forth  definitions  of  terais  as  they  applied 
to  the  program  established  by  title  XV.  Included  were  definitions  of 
"State,''  ''Governor,''  "provider  of  health  care''  (including  both  direct 
and  indirect  providers  as  noted  earlier  in  section  1512),  "health 
resources,"  and  "institutional  health  services."  It  should  be  noted 
that  the  last  term  "institutional  health  serAdces,"  was  defined  as  serv- 
ices provided  through  both  health  care  facilities  and  health  mainte- 
nance organizations  (sec.  1531). 

PROCEDURES  AND  CRITERIA  FOR  RE\TXWS   OF  PROPOSED  HEALTH  SYSTEM 

CHANGES 

In  rcAdewing  proposed  uses  of  Federal  fimds  or  the  need  for  pro- 
posed or  existing  health  services,  each  health  systems  agency  (and 
each  State  Agency  in  performing  its  mandated  review  functions)  was 
required  to  follow  procedures  and  apply  criteria  developed  and  pub- 
lished by  it  in  accordance  with  regulations  issued  by  the  Secretary. 
Such  procedures  and  criteria  could  vary  according  to  the  purpose  for 
which  the  review  was  conducted  or  the  type  of  service  being  reviewed. 

The  law  specified  the  procedural  activities  which  must  be  performed 
during  reviews  and  enumerated  a  number  of  substantive  considerations 
which  were  to  be  taken  into  account.  Among  the  various  procedural 
stipulations  were  the  following  requirements:  advance  written  noti- 
fication to  affected  persons,  a  90-day  maximum  review  period,  pro- 
vision for  written  findings  on  decisions,  notification  of  providers  and 
others  of  findings  made  in  the  course  of  review,  provision  for  public 
hearingfs  if  requested  by  affected  parties,  public  access  to  all  written 
materials  pertinent  to  review,  and  letters  of  intent  to  be  submitted  by 
entities  proposing  projects  detailing  the  scope  and  nature  of  projects. 

Criteria  for  rcA-iew  were  to  include  consideration  of  at  least  the 
followins::  relationship  of  health  services  under  review  to  the  appli- 
cable HSP  and  AIP ;  lon2:-range  development,  the  existing  health  care 
system,  and  the  plan  of  the  person  providing  or  proposing  such  serv- 
ices; the  need  of  the  population  for  such  services:  availability  of 
less  costly  or  more  effective  alternatives;  availability  of  resources: 
special  needs  and  circumstances  of  entities  providing  a  substantial 
portion  of  their  services  or  resources  to  individuals  not  residinsr  in  the 
health  service  area  (such  as  health  professions  schools,  multidiscipli- 
narv  clinics,  specialty  centers,  etc.)  :  special  needs  and  circumstances  of 
health  maintenance  organizations;  and  for  construction  projects,  the 
costs  and  methods  of  proposed  construction  and  probable  impact  on 
costs  of  providing  health  services  (sec.  1532) . 
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TECHNICAL    ASSISTANCE    FOR    HEALTH    SYSTEMS    AGENCIES    AND  STATE 
HEALTH  PLANNING  AND  DEVELOPMENT  xVGENCIES 

The  Secretary  was  required  to  provide  (directly  or  through  grants 
or  contracts)  technical  assistance  to  health  systems  agencies  and  State 
Agencies.  Such  assistance  was  to  include  specification  of  minimum  data 
needs ;  planning  approaches,  policies  and  standards  consistent  with  the 
national  guidelines  for  health  planning  and  covering  specified  national 
health  priorities ;  and  guidelines  for  organization  and  operation  of  the 
health  systems  agencies  and  State  Agencies. 

The  Secretary  was  directed  to  establish  a  national  health  planning 
information  center  (NHPIC)  to  support  a  health  planning  and  re- 
sources development  programs  and  to  provide  information. 

The  Secretary  was  to  establish  the  following  prior  to  January  4, 
1976  :  a  uniform  system  for  calculating  the  aggregate  cost  of  operation 
and  the  aggregate  volume  of  services  provided  by  health  service  insti- 
tutions; a  uniform  system  for  cost  accounting  and  calculating  the 
volume  of  such  services ;  a  uniform  system  for  calculating  rates  to  be 
charged  to  health  insurers  and  other  health  instituions  payors  by 
health  service  institutions ;  a  classification  system  for  health  services 
institutions ;  and  a  uniform  svstem  of  reporting  costs,  volume  of  serv- 
ices, and  rates  of  such  institutions  (sec.  1533) . 

CENTERS  FOR  HEALTH  PLANNING 

The  law  provided  authority  for  the  creation  of  regional  centers  for 
health  planning  to  provide  technical  and  consulting  assist?ince  to 
HSAs  and  State  Agencies.  The  Secretary  was  to  make  grants  or 
contracts  to  public  or  private  nonprofit  entities  to  meet  the  costs  of 
planning  and  developing  such  centers.  To  the  extent  practicable,  at 
least  five  centers  were  to  be  in  operation  by  June  30,  1976.  Centers 
were  required  to  have  a  full-time  director  knowledgeable  in  health 
planning  and  resources  development  and  additional  professional  staff 
representing  a  diversity  of  relevant  disciplines.  Centers  could  arrange 
with  HSA's  and  State  Agencies  to  provide  necessary  services  and 
were  required  to  disseminate  to  them  the  planning  approaches,  method- 
ologies, policies,  and  standards  they  developed. 

The  law  authorized  $5  million  for  fiscal  year  1975,  $8  million  for 
fiscal  year  1976,  and  $10  million  for  fiscal  year  1977  (sec.  1534) . 

REVIEW  BY  THE  SECRETARY 

The  law  required  the  Secretary  to  review  and  approve  or  disapprove 
(after  considering  of  the  comments  of  the  SHCC)  the  annual  budget 
of  each  designated  health  systems  agency. 

The  Secretary  was  directed  to  establish  performance  standards 
covering  the  structure,  operation,  and  performance  of  required  func- 
tions of  each  health  systems  agency  and  each  State  Agencv.  A  rei:)orting 
system  based  on  these  performance  standards  was  mandated  to  allow 
for  continuous  review.  At  least  every  three  years,  the  Secretary  was  to 
review  in  detail  the  structure,  operation,  and  performance  of  each 
HSA  and  each  State  Agency.  The  review  was  to  include  a  determina- 
tion of  whether  the  requirements  of  law  had  been  met ;  tho  adequacy 
of  the  appropriate  health  plan;  the  professional  credentials  and  com- 
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petence  of  the  staff ;  and  the  extent  to  which  improvements  had  been 
made  in  health  status  and  health  delivery  and  the  extent  to  which 
cost  increases  had  been  restrained.  The  review  of  a  health  systems 
agency  was  also  to  include  a  determination  of  the  representative 
character  of  the  governing  body,  the  appropriateness  of  data  assembled 
and  quality  of  its  analysis,  and  extent  to  which  technical  and  financial 
assistance  provided  the  agency  had  been  utilized  in  an  effective 
manner.  The  review  of  State  Agency  operations  was  also  to  include  a 
performance  review  of  the  SHCC  and  a  determination  of  the  extent 
to  which  financial  assistance  provided  under  the  new  health  resources 
development  program  (title  XYI)  had  been  used  effectively  to  achieve 
the  State's  health  plan  (sec.  1535).  , 

SPECIAL  prom:sioxs  for  certaix  states  axd  territories 

Any  State  which  had  successfully  operated  a  statewide  health 
])lanning  system  which  substantially  complied  with  the  purposes  of 
the  Act  and  which  had  no  county  or  municipal  public  health  insti- 
tutions or  departments  could  apply  for  a  waiver  from  the  require- 
ments to  establish  health  service  areas  and  health  systems  agencies.  The 
State  Agency  could  perform  the  prescribed  functions  and  be  eligible 
for  planning  and  development  grants.  The  Governor  was  to  appoint 
the  members  of  the  SHCC  in  accordance  with  regulations  issued  by 
the  Secretary. 

The  statute  specifically  provided  for  the  inclusion  of  the  Virgin 
Islands,  Guam,  the  Trust  Territories  in  the  Pacific  Islands,  and 
American  Samoa  under  this  provision  (sec.  1536). 

health  resources  DEVELOPMEXT:  PLTIPOSE 

Public  Law  93-611  added  a  new  title  XVI,  "Health  Resources  De- 
velopment" to  the  Public  Health  Service  Act.  The  new  title  provided 
Federal  assistance  for  construction  and  modernization  projects  for 
specified  purposes  and  authorizes  grants  to  health  systems  agencies 
for  establishment  and  maintenance  of  Area  Health  Services  Develop- 
ment Funds. 

Federal  assistance  through  allotments,  loans,  and  loan  guarantees 
(inrlrdins:  interest  subsidies)  was  provided  for  projects  for:  (1) 
modernization  of  medical  facilities;  (2)  construction  of  new  out- 
patient medical  facilities;  (3)  construction  of  new  inpatient  medical 
facilities  in  areas  (as  determined  under  the  Secretary's  regulations) 
which  had  experienced  recent  rapid  population  growth;  and  (4) 
conversion  of  existing  medical  facilities  for  the  provision  of  new 
health  services. 

In  addition,  the  measure  authorized  special  project  grants  for  proj- 
ects desiofned  to  prevent  or  eliminate  safety  hazards  in  medical 
facilities  or  to  avoid  noncompliance  by  such  facilities  with  licensure 
or  accreditation  standards  (sec.  1601) . 

GENERAL  REGUT.ATIOXS 

The  Secretary  was  required  to  issue  regulations  prescribing  the 
general  manner  in  which  the  State  Aarency  would  set  priorities,  among 
projects  based  on  the  relative  needs  of  different  areas  and  special 
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considerations  defined  in  law.  He  was  also  required  to  prescribe:  (1) 
general  standards  of  constriiction,  modernization,  and  equipment;  (2) 
criteria  for  determining  the  need  for  facilities  and  beds  and  needs  for 
modernization  of  facilities;  (3)  requirements  that  each  State  medical 
facilities  plan  provide  adequate  medical  facilities  for  all  State  resi- 
dents and  facilities  for  the  provision  of  services  to  persons  unable  to 
pay  therefor;  and  (4)  the  general  manner  in  which  an  entity  receiving 
assistance  would  be  required  to  comply  with  required  assurances  and 
demonstrate  compliance. 

Such  entities  were  required  to  submit  periodically  to  the  Secretary 
data  and  information  which  reasonably  supported  the  entity's  com- 
pliance (sec.  1602). 

STATE  MEDICAL  FACILITIES  PLAN 

Before  any  application  for  Federal  assistance  under  title  XYI 
(except  for  special  project  grants)  could  be  approved,  the  State 
Agency  would  have  to  submit  (and  have  approved  by  the  Secretary) 
a  State  medical  facilities  plan  which  had  been  reviewed  and  approved 
by  the  SHCC.  It  was  to  set  forth  an  assessment  of  need  for  inpatient 
and  outpatient  services  and  facilities  and  need  for  modernization  or 
conversion  of  existing  facilities,  based  on  a  State-wide  inventory  of 
existing  facilities,  a  survey  of  need,  and  plans  of  health  system 
agencies ;  a  program  of  assistance  indicating  type  of  assistance  which 
should  be  provided  each  project,  and  priorities  among  those  projects. 
The  Secretary  was  required  to  approve  the  plan  if:  (1)  it  contained 
the  items  prescribed  by  law ;  and  (2)  the  State  Agency  (as  determined 
by  his  review)  was  organized  and  operated  and  performing  the  func- 
tions prescribed  under  title  XV. 

The  State  Agency  was  entitled  to  a  hearing  if  any  plan  or  modifica- 
tion thereof  was  disapproved  by  the  Secretary  for  failure  to  com- 
ply with  the  requirements  of  law  (sec.  1603) . 

APPROVAL  OF  PROJECTS 

Receipt  of  Federal  project  assistance  was  contingent  upon  submis- 
sion of  an  application  to  the  Secretary  throuo-h  the  State  Agency. 
The  applicant  could  be  a  State,  political  subdivision  of  a  State  or 
other  public  entity,  a  nonprofit  private  entity,  or  a  combination  of  such 
entities.  Applications  for  special  project  grants  were  to  be  submitted 
directly  to  the  Secretary  by  a  State  or  political  subdivision  of  a  State. 
Each  application  was  to  be  reviewed  by  the  appropriate  health  systems 
agency  in  accordance  with  requirements  for  review  of  proposed  use  of 
Federal  funds. 

Among  the  items  to  be  included  in  the  application  were  the  follow- 
ing :  a  findino-  of  need  by  the  State  Asrencv.  description  of  the  project 
site,  reasonable  assurance  that  adeouate  financial  support  would  be 
available  for  project  completion  and  subsequent  operation,  certifica- 
tion of  the  Federal  share  for  the  proiect  (except  for  special  project 
grants) ,  and  assurances  regarding  compliance  with  labor  standards 
Appjications  for  construction  or  modernization  of  an  outpatient 
facility  were  to  contain  assurances  that  general  hospital  services  will 
be  available  for  patients  requiring  such  care.  All  applications  were  also 
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to  provide  reasonable  assurances  that:  (1)  the  facility  or  portion 
thereof  receiving  assistance  would  be  available  to  all  persons  residing 
or  employed  in  the  area  ,and  (2)  there  would  be  made  available  in 
such  facility  or  portion  thereof  a  reasonable  volume  of  services  (as 
determined  by  the  Secretary  taking  into  consideration  financial 
feasibility)  for  persons  unable  to  pay  for  them. 

The  law  included  special  provisions  in  the  case  of  an  application 
for  a  modernization  project  for  an  outpatient  facility  which  would 
provide  general  purpose  health  services,  which  was  not  part  of  a 
hospital,  which  would  serve  a  medically  undeserved  population,  and 
for  which  not  more  than  $20,000  was  sought  for  allotments  or  loans. 
For  such  projects  the  Secretary  could  waive  requirements  respecting 
modernization  and  equipment  standards  and  title  to  project  site. 

The  Secretary  was  required  to  approve  a  project  application  for 
allotments  or  loans  or  loan  guarantees  if  the  application  was  con- 
formed with  the  State  medical  facilities  plan,  had  been  recommended 
and  approved  bv  the  State  Agency,  was  entitled  to  priority  over  other 
proiects  in  the  State  (as  determined  in  accordance  with  the  medical 
facilities  plan)  and  contained  the  necessary  assurances. 

No  project  application  for  an  allotment,  loan  or  a  loan  sfuarantee 
could  be  disapproved  until  the  State  Agency  had  been  afforded  an 
opportunity  for  a  hearing  (sec.  1604) . 

ALLOTMENTS 

Allotments  among  the  States  for  project  money  were  to  be  made  by 
the  Secretary  each  fiscal  year  on  the  basis  of  population,  financial 
need,  and  need  for  medical  facilities  projects  of  the  respective  States. 
The  minimum  allotment  for  any  State  was  set  at  $1  million,  except 
that  the  minimum  allotment  for  Gnam,  American  Samoa,  the  Virrrin 
Islands  and  the  Trust  Territory  of  the  Pacific  Islands  was  to  be  $500,- 
000.  If  the  total  amount  appropriated  in  any  fiscal  year  Avas  insuf- 
ficient to  make  the  specified  minimum  allotments,  the  amount  for 
all  States  would  be  proportionately  reduced.  Allotments  were  to  re- 
main available  for  obUgation  for  three  fiscal  years  except  that  the 
Secretary  was  authorized  to  reallot  unoblisfated  allotments  to  other 
States  at  the  end  of  the  second  fiscal  year  after  the  allotment  was  made. 
Such  reallotment  monies  were  to  be  in  addition  to  amounts  allotted 
to  the  State  during  the  period  (sec.  1610) . 

PAYMENTS  FROM  ALLOTMENTS 

The  Secretary  was  required  to  make  payments  to  a  State  from  its 
applicable  allotment  for  any  approved  project  if  the  State  Aijency 
certified  Con  the  basis  of  its  inspection)  that  in  accordance  with  ap- 
proved plans  and  specifications,  work  had  been  performed  or  pur- 
chases made  and  that  payment  was  due. 

If  an  amendment  to  an  application  was  approved  or  the  cost  esti- 
mate was  revised  upward,  additional  pavments  could  be  made  from 
the  State's  allotment.  In  no  case  could  the  total  payments  under 
allotments  exceed  the  Federal  share  (p-enerally  not  to  exceed  two- 
thirds  of  project  costs)  for  the  proiect.  No  more  than  twenty  percent 
of  a  State's  allotment  could  be  obligated  for  construction  of  new  in- 
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patient  facilities.  Not  less  than  25  percent  of  such  allotment  could 
be  used  for  outpatient  facilities  which  would  serve  medically  under- 
served  areas ;  the  Secretary  was  to  seek  to  assure  that  these  funds  were 
equally  divided  between  urban  and  rural  areas  (sec.  1611). 

WITHHOLDIXG   OF   PAYMENTS   AND    OTHER    COMPLIANCE  ACTIONS 

The  Secretary  was  authorized  (after  reasonable  notice  and  oppor- 
tunity for  a  hearing  to  the  State  Agency)  to  withhold  payments  under 
allotments  if  he  found  that :  (1)  the  State  Agency  was  not  in  substan- 
tial compliance  with  items  required  to  be  included  in  the  State  medical 
facilities  plan;  (2)  requisite  assurance  for  an  application  was  not  or 
could  not  be  carried  out;  (3)  there  Avas  substantial  failure  to  carry  out 
the  project  plans  and  specificaiions.  Under  these  circumstances  he 
could  withhold  payments  in  whole  or  in  part  from  specific  projects  or 
all  projects  in  the  State  for  which  the  finding  was  made. 

The  Secretary  was  periodically  required  to  ascertain  compliance  by 
each  entity  receiving  assistance.  If  he  found  an  entity  out  of  com- 
pliance, he  could  withhold  funds  or  take  other  actions  authorized  by 
law  w^hich  would  effect  compliance.  A  compliance  action  could  be 
brought  by  a  person  other  than  the  Secretary  only  if  the  Secretary 
had  dismissed  the  complaint  or  the  Attorney  General  had  not  taken 
action  Avithin  6  months  after  the  complaint  Avas  filed  (sec.  1612). 

AUTHORIZATION   OF  APPROPRIATIONS 

Public  LaAv  93-641  authorized  appropriations  for  allotments  of 
$125  million  in  fiscal  year  1975,  $130  million  in  fiscal  year  1976,  and 
$135  million  in  fiscal  year  1977.  Twenty-tAA^o  percent  of  appropriated 
funds  were  earmarked  for  project  grants  authorized  under  Section 
1625  (sec.  1613). 

AUTHORITY  FOR  LOANS  AND   LOAN  GUARANTEES 

The  Secretary  w^as  authorized  for  each  of  fiscal  years  1975, 1976,  and 
1977  to  make  loans  to  pay  the  Federal  share  (generally  not  to  exceed  90 
percent)  of  the  cost  of  approved  projects  and  to  guarantee  loans  made 
by  non-Federal  lenders  or  the  Federal  Financing  Bank  to  nonprofit 
private  entities  for  such  projects.  In  the  case  of  a  guaranteed  loan,  the 
Secret arj^  w^as  to  pay  interest  subsidies  in  an  amount  sufficient  to  re- 
duce the  effective  annual  interest  rate  by  three  percentage  points.  The 
cumulative  total  of  principal  on  outstanding  guaranteed  loans  could 
not  exceed  limitations  specified  in  appropriation  Acts.  The  Secretary, 
with  the  consent  of  the  Secretary  of  the  Department  of  Housing  and 
Urban  Development  (HX^D),  Avas  to  obtain  such  assistance  from 
HUD  as  needed  to  administer  the  program  (sec.  1620) . 

ALLOCATION   AMONG   THE  STATES 

For  each  fiscal  year,  the  total  amount  of  principal  of  guaranteed 
and  direct  loans  Avas  to  be  allocated  by  the  Secretary  among  the  States 
(in  accordance  with  regulations)  on  the  basis  of  population,  financial 
need  and  need  for  medical  facilities.  Allotments  to  States  were  to 
remain  available  for  obligation  for  three  fiscal  years ;  if  the  Secretary 
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determined  at  the  close  of  the  second  year  that  an  amount  would  not 
be  obligated  during  the  period,  he  could  reallot  such  amounts  among 
the  States  (sec.  1621). 

GEXERAL    PROVISIOXS    RELATING   TO   LOAN    GUARANTEES   AND  LOANS 

The  law  enumerated  requirements  including  general  financing 
arrangements  and  conditions  applicable  for  loans  and  loan  guarantees. 
Loan  guarantees  could  not  be  made  if  the  interest  rate  exceeded  the 
prevailing  rate  or  if  the  loan  would  otherwise  be  available  on  reason- 
able terms  and  conditions.  Direct  loans  could  not  be  made  unless  the 
Secretary  was  reasonably  satisfied  that  the  applicant  would  be  able 
to  meet  the  payments  and  obtain  additional  funds  necessary  to  com- 
plete the  project.  The  interest  rate  on  such  direct  loans  was  to  be  the 
current  prevailing  interest  rate  minus  three  percentage  points. 

The  Act  established  a  loan  and  loan  guarantee  fund  in  the  Treasury 
and  authorized  appropriations  from  time  to  time  of  such  amounts  as 
would  be  necessary  to  provide  sums  required  for  the  fund.  To  provide 
additional  capitalization  for  the  fund,  the  law  authorized  apppropria- 
tions  to  the  fund  of  such  sums  as  would  be  necessary  for  the  fiscal 
years  1975, 1976,  and  1977  (sec.  1622). 

PROJECT  GRANTS 

The  Secretary  was  authorized  to  make  grants  for  construction  or 
modernization  projects  designed  to:  (1)  eliminate  or  prevent  immi- 
nent safety  hazards  as  defined  by  Federal,  State  or  local  fire,  building 
or  life  safety  codes  or  regulations;  or  (2)  avoid  noncompliance  with 
State  or  voluntary  licensure  or  accreditation  standards. 

Project  grants  could  be  made  only  to  a  State  or  political  subdivision 
(including  any  city,  town,  county,  borough,  hospital  district  authority, 
or  public  or  quasi-public  corporation)  for  a  project  for  a  medical 
facility  owned  or  operated  by  it.  Grant  applications  were  to  contain 
assurances  that  the  applicant  would  not  otherwise  be  able  to  complete 
the  project. 

The  amount  of  any  grant  could  not  exceed  75  percent  of  total  project 
cost  except  in  urban  or  rural  poverty  areas  where  the  grant  could 
cover  up  to  100  percent  of  the  cost.  The  Act  required  that  22  percent 
of  the  funds  appropriated  for  allotments  under  section  1613  would  be 
earmarked  for  such  project  grants  (sec.  1625) . 

JUDICIAL  REVIEW 

The  law  provided  for  appeal  in  the  appropriate  U.S.  court  of  ap- 
peals by  a  State  health  planning  and  development  agency  in  the  case 
of  a  disapproved  project  application,  or  by  a  State  dissatisfied  with, 
or  an  entity  which  would  be  adversely  affected  bv,  the  Secretary's 
decision  to  withhold  payments  or  take  other  compliance  action  (sec. 
1630). 

RECOVERY 

The  law  provided  for  the  recoverv  by  the  U.S.  of  its  proportionate 
share  of  current  value  of  anv  facility  receiving'  assistance  under  this 
program,  if  at  any  time  within  20  years  after  completion  of  construc- 
tion, modernization  or  conversion,  the  facility  was  sold  or  transferred 
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to  any  person  or  entity  not  qualified  to  be  an  applicant  under  the  pro- 
gram or  not  approved  by  the  State  Agency  as  a  transferee ;  or  the  fa- 
cility ceased  to  be  a  medical  facility  unless  the  Secretary  determined 
there  was  good  cause  for  such  termination. 

The  Secretary  could  waive  recovery  rights  under  certain  conditions 
(sec.  1631). 

STATE  COXTROL  OF  OPERATIONS 

The  law  prohibited  Federal  employees  from  exercising  any  super- 
vision or  control  over  the  administration,  personnel,  maintenance,  or 
operation  of  any  facility  assisted  under  the  program  (sec.  1632). 

DEFINITIONS 

The  law  defined  terms  used  under  title  XVI  (sec.  1633). 

FINANCIAL  statements;  RECORDS  AND  AUDIT 

Entities  assisted  under  the  program  were  required  to  keep  records 
and  file  annual  statements  respecting  the  financial  operations  of  the 
facility  and  the  costs  to  the  facility  and  charges  made  by  the  facility 
for  the  provision  of  health  services  with  the  Secretary.  The  Secretary 
and  Comptroller  General  were  permitted  access  to  records  for  the 
purpose  of  audit.  Entities  receiving  assistance  (other  than  project 
grants)  were  further  required  to  file  a  similar  statement  with  the  rele- 
vant State  Agency  (sec.  1634) . 

TECHNICAL  ASSISTANCE 

The  Secretary  was  required  to  provide  technical  and  other  non- 
financial  assistance  to  entities  necessary  to  assist  them  in  developing 
applications  for  assistance.  He  was  also  to  make  every  effort  to  inform 
eligible  applicants  of  the  availability  of  such  assistance  (sec.  1635). 

DEVELOPMENT  GRANTS  FOR  AREA  HEALTH  SERVICES  DEVELOPMENT  FUNDS 

The  Secretary  was  required  to  make  an  area  health  services  devel- 
opment grant  in  each  fiscal  year  to  each  health  systems  agency  which : 
(1)  had  in  effect  a  full  designation  agreement;  (2)  had  in  effect  an 
HSP  and  AIP  reviewed  by  the  SHCC;  and  (3)  was  organized  and 
operated  in  the  prescribed  manner  and  performing  its  required 
functions. 

This  grant  was  to  enable  the  agencv  to  establish  an  Area  Health 
Service  Development  Fund  from  which  it  could  make  grants  and 
contracts  for  projects  to  achieve  the  health  system  described  in  the 
HSP. 

The  amount  of  the  development  grant  (ud  to  a  maximum  of  $1 
per  capita  of  the  area)  was  to  be  determined  by  the  Secretary  after 
taking:  into  consideration  the  area's  population,  family  income,  and 
supply  of  health  services.  No  grant  could  be  made  to  an  agency  unless 
it  h^d  submitted  an  approved  application. 

The  law  authorized  $25  million  for  fiscal  vear  1975,  S'^5  million  for 
fiscal  year  1976  and  $120  million  for  fiscal  year  1977  (sec.  1640). 
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RECENT  LEGISLATIVE  HISTORY 

The  original  authorities  for  titles  XV  and  XVI  of  the  Public 
Health  Service  Act  as  provided  by  Public  Law  93-641  were  due  to 
expire  at  the  end  of  fiscal  year  1977.  Because  the  Congressional  budget 
process  required  that  Committee  consideration  of  legislation  provid- 
ing budgetary  authorizations  for  fiscal  year  1978  be  completed  by 
May  15,  1977,  was  not  afforded  the  new  administration  sufficient  time 
to  review  the  planning  law  and  programs  and  prepare  their  own 
policy  positions  and  proposals  with  respect  to  it.  Thus,  a  one  year 
simple  extension  was  enacted  (Public  Law  95-83)  to  permit  HEAY 
an  opportunity  to  conduct  a  thorough  review  of  these  programs  and 
to  permit  Congress  with  an  opportunity  to  review  the  program  in 
anticipation  of  substantive  consideration  of  the  law  prior  to  the 
May  15, 1978  reporting  deadline. 

Aside  from  the  one-year  extension  of  authorizations  provided  under 
Public  Law  95-83,  no  significant  amendments  have  been  made  to  the 
health  planning  and  resources  development  program  since  its  enact- 
ment in  1974.  However,  action  was  taken  hj  Congress  to  enable 
HEW  to  extenri  conditional  desip*nation  agreements  for  health  sys- 
tems agencies  (HSAs)  and  State  Health  Planning  and  Development 
Afifencies  (SHPDAs)  from  the  24  month  rx^riod  SDecified  in  Public 
Law  93-641  to  a  period  of  up  to  36  months.  These  provisions  were  con- 
tained in  ameriHments  to  the  Health  Professions  Education  Amend- 
ments of  1977  (Public Law  95-215) . 

Durinq-  the  first  24  months  of  conditional  designation,  onlv  a  hand- 
ful of  HSAs  and  SHPDAs  had  been  able  to  complv  with  requirements 
for  full  desipTiation.  It  was  recognized  that,  without  the  provisions 
contained  in  Public  Law  95-215,  conditional  designation  agreements 
for  most  of  the  existing  HSAs  and  SHPDAs  would  have  expired 
before  Congress  could  take  up  consideration  of  substantive  changes 
in  the  law.  To  avoid  disruntinsr  the  efforts  which  had  been  made 
toward  developing  the  health  planning  svstems,  the  committee  felt 
that  a  12-month  extension  in  conditional  designation  agreements  was 
warranted  if  the  Secretary  determined  that  unusual  circumstances 
had  prevented  a  health  plannin^>-  entities  from  qualifvino^  for  full 
desiq-nation.  The  committee  stipulated,  however,  that  this  amendment 
was  not  to  be  used  simply  to  allow  a  marsfinal  HSA  another  vear  of 
funding.  The  Secretary  was  directed  to  determine  that  the  additional 
vear  would  in  all  likelihood  enable  the  HSA  to  qualify  for  full 
designation. 

Action  was  also  taken  bv  the  Conp-ress  to  amend  certain  sections  of 
Title  XV  as  part  of  the  National  Energ>^  Conservation  Policy  Act, 
Public  Law  95-619.  These  ampudments  mnd^  by  that  Act  are  as  fol- 
lows. First,  section  1502  of  tl-<e  Public  Health  Service  Act  was  amended 
bv  addinp;  an  eleventh  priority:  "the  promotion  of  an  effective  enero-y 
conservation  and  fuel  efficiencv  program  for  the  health  service  insti- 
tutions to  reduce  the  rate  of  growth  of  demand  for  ener^v''.  Second, 
section  1532 Cb)  (2)  was  amended  to  provide  that  the  period  for  proiect 
reviews  in  the  ca^e  of  non-substantive  reviews  take  less  than  90  davs. 
Finallv,  section  1532(c)  was  amended  to  provide  that  health  planning 
agencies  in  adopting  criteria  for  review  of  construction  projects,  con- 
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sider  the  costs  and  methods  of  energy  provision.  It  also  added  a  tenth 
criteria  for  health  planning  agency  consideration.  It  provided  that 
"the  special  circumstances  of  health  service  institutions  and  the  need 
for  conserving  energy"  should  be  considered  in  the  review  of  applica- 
tions by  the  health  planning  agency. 

VI.  Progress  ix  the  Implementatiox  of  Public  Law  93-641 

As  noted  earlier  in  the  report,  Public  Law  93-641  instituted  the 
development  of  a  major  new  system  of  institutions  responsible  for 
planning  the  Nation's  health  care  system.  In  the  intervening  years, 
progress  has  been  made  in  the  development  of  this  system.  The 
Committee  feels  that  the  basic  structure  put  in  place  by  jPublic  Law 
93-641  is  sound,  although,  implementation  of  the  law  has  not  been 
without  problems  of  controversy.  The  following  discussion  makes 
brief  mention  of  the  relevant  sections  of  the  law  described  earlier  in 
the  report  and  reviews  some  of  the  progress  which  has  been  made 
and  the  issues  which  have  arisen  since  enactment. 

NATIONAL  guidelines  FOR  HEALTH  PLANNING 

Section  1501  of  the  Act  requires  the  Secretary  to  issue  National 
Guidelines,  by  regulation,  concerning  national  health  planning  policy. 
The  purpose  of  the  guidelines  is  to  help  clarify  and  coordinate  national 
health  policy  and  to  assist  HSAs  in  developing  required  health  sys- 
tems plans.  An  agency  is  to  examine  the  relationship  between  its 
area's  experience  and  the  national  goals  and  standards  and  reflect 
the  national  priorities  in  the  area's  health  plans.  Agencies  will,  of 
course,  also  deal  with  important  local  problems  which  are  not  addressed 
in  the  national  p-uideUnes. 

As  noted  in  the  conference  report  (H.  Kept.  95-500)  which  accom- 
panied the  one  vear  extension  of  the  Act  (Public  Law  95-83) ,  consider- 
able delay  had  been  experienced  in  issuing  the  guidelines,  which  were 
to  have  been  published  by  July  4,  1976.  The  committee  urged  that 
early  and  aggressive  eiforts  on  the  part  of  the  new  administration  be 
taken  to  complete  the  necessary  work  on  the  guidelines. 

On  September  23, 1977,  the  Secretary  published  a  notice  of  proposed 
rulemaking  proposing  an  initial  set  of  national  guidelines  pertaining 
to  general  hospital  beds;  obstetrical,  pediatric,  and  neonatal  special 
care  units:  open  heart  surgery  and  cardiac  catheterization  units; 
radiation  therapy;  comr)uted  tomographic  scanners;  and  end-stage 
renal  disease.  In  publishing  the  initial  set  of  guidelines,  the  Depart- 
ment chose  to  focus  on  a  limited  number  of  issues  of  relating  to  hosnital 
resources  that  were  felt  to  present  important  short-term  opportunities 
for  thp  containment  of  costs  and  the  enhancement  of  the  quality  of 
care.  The  Department  noted  that  this  initial  set  of  guidelines  repre- 
sented the  first  se.o-ment  of  what  was  to  become  a  rational,  compre- 
hensive set  of  health  plannino'  coals  and  standni^ds,  addressin.tr  such 
issues  as  cost  containment,  a^^cess  to  care,  availability  and  distribution 
of  health  c?>re  resources,  oualitv  of  care  and  health  status.  The  Depart- 
ment noted  that  regulations  respectina:  areas  not  addressed  in  the 
initial  set  of  guidelines  would  be  proposed  in  the  near  future. 
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During  the  public  comment  period  on  the  proposed  guidelines,  more 
than  55,000  communications  were  received  by  the  Department.  By  and 
large,  those  conmients  were  highly  critical  of  both  the  substance  of 
the  guidelines  and  the  process  by  which  they  had  been  developed. 
Dissatisfaction  focused  primarily  on  the  following  areas:  (1)  degree 
of  local  control  over  health  planning  decisions,  (2)  potential  impact 
on  rural  areas  with  many  small  community  facilities,  (3)  scope  and 
emphasis  of  the  guidelines,  (4)  the  unintentional  impetus  given  to 
unnecessary  utilization,  (5)  premature  issuance  without  sufficient 
outside  consultation,  (6)  confusion  over  the  role  of  HSAs  in  closure 
of  noncomplaint  facilities,  (T)  potential  for  impairment  of  educational 
programs  conducted  by  certain  institutions,  and  (8)  failure  to  address 
the  question  of  services  provided  through  Federal  health  care  facilities 

Public  response  to  the  initial  guidelines  was  overwhelming.  Some 
congressional  offices  reported  receiving  as  many  as  10,000  to  12,000 
letters.  At  oversight  hearings  held  in  October  19,  1977,  several  mem- 
bers of  this  committee  expressed  their  concerns  to  Departmental  spokes- 
men. On  November  30,  HEW  Secretary  Calif  ano  responded  by  sending 
a  letter  to  Members  of  Congress  clarifying  the  intent  of  the  proposed 
guidelines  and  responding  to  issues  raised  in  the  public  comments. 
Among  other  things  he  noted  that  neither  the  Act  nor  the  guidelines 
authorized  an  HSA  or  State  Agency,  or  the  Secretary  to  close  existing 
hospitals  or  hospital  services.  He  agreed  to  clarify  and  broaden  the 
exceptions  applicable  to  rural  and  community  facilities  and  the  stand- 
ards proposed  for  obstetrical  units.  He  also  emphasized  that  nothing 
in  the  Act  or  the  guidelines  was  intended  to  take  health  planning 
decisions  concerning  individual  facilities  out  of  local  and  State  hands. 

On  December  6,  1977,  the  House  unanimously  passed  a  resolution 
asking  the  Department  to  allow  areas  with  rural  hospitals  to  deviate 
from  the  guidelines.  A  letter  to  HEW  Secretary  Califano  signed  by 
about  half  the  Members  of  the  Senate  contained  a  similar  message. 

In  December  1978,  a  series  of  five  public  meetings  were  held  by  the 
Department,  during  which  individuals  from  the  fields  of  medicine, 
health  administration,  and  consumer  interest  were  actively  consulted. 
Comments  and  recommendations  were  also  solicited  from  all  State 
and  local  health  planni7ig  agencies  and  numerous  professional  and 
consumer  groups.  Efforts  were  made  to  document  sources  of  material 
used  in  developing  the  standards,  such  as  material  obtained  from  the 
Institute  of  Medicine,  the  Office  of  Technology  Assesment,  and  many 
national  professional  associations  and  other  organizations  involved  in 
setting  standards  for  medical  care. 

Finally,  on  January-  20, 1978,  a  revised  version  of  the  guidelines  was 
published  as  a  notice  of  proposed  rulemaking.  In  view  of  the  wide- 
spread interest  in  this  material,  the  Secretary  had  decided  it  would 
be  desirable  to  provide  an  additional  30-day  period  for  public  review 
and  comment  prior  to  publication  of  the  guidelines  as  final  regulations. 
On  March  28,  1978,  final  regulations  on  the  national  guidelines  (sub- 
stantially the  same  as  those  published  on  January  20)  were  published 
by  the  Secretar\^  The  revised  standards  left  intact  the  requirements 
for  a  hospital  bed  ratio  of  four  beds  per  1,000  population  and  a  mini- 
mum average  annual  hospital  occupancy  rate  of  80  percent  within  a 
health  sendee  area.  However,  the  revised  guidelines  contained  a  num- 


32 


ber  of  revisions  to  take  further  account  of  the  special  conditions  and 
needs  of  rural  areas,  and  emphasized  the  responsibility  of  HSAs  to 
make  adjustments  in  their  plans  and  reviews  to  take  these  into  account. 
The  new  draft  relaxed  tlie  numerical  standards  for  rural  and  small- 
town hospitals  by  broadening  the  exceptions  which  could  be  considered 
by  HSAs  when  applying  standards.  In  particular,  the  revised  guide- 
lines permitted  deviations  from  the  bed  ratio  and  occupancy  standards 
if  distance  to  sources  of  hospital  care  exceeded  a  traveltime  factor  of 
30  minutes  (the  original  standards  had  set  45  minutes)  and  if  the  area's 
elderly  population  exceeded  20  percent  of  the  national  average  (33 
percent  in  the  September  23rd  proposals) . 

Standards  in  a  number  of  other  areas  were  eased,  in  particular  those 
pertaining  to  obstetrical  services  and  CAT  scanners.  The  earlier  figures 
for  obstetrical  services  had  called  for  2.000  deliveries  annually  in  a 
metropolitan  area  and  at  least  500  in  rural  areas.  The  revised  guide- 
lines dropped  all  mention  of  numerical  standards  for  deliveries  an- 
nually, except  for  hospitals  providing  care  for  complicated  obstetncal 
problems  (such  hospitals  were  required  to  have  at  least  1,500  deliveries 
per  year) .  The  new  draft  did  retain  its  earlier  figure  for  average  annual 
occupancy  rates  of  at  least  75  percent  in  each  obstetrical  unit  with 
more  than  1,000  births  per  year. 

Numerical  standards  for  computerized  axial  tomography  (CAT) 
scanners  were  changed  significantly  from  a  previous  level  of  4,000 
scan  procedures  annually  to  a  level  of  at  least  2,500  "medically  neces- 
sary" procedures.  The  number  of  scans  required  before  another  unit 
could  be  approved  for  acquisition  remained,  however,  at  2,500. 

"While  stopping  short  of  an  outright  exemption  for  small  rural  hospi- 
tals (which  had  felt  threatened  with  imminent  closure  if  application 
of  the  standards  had  been  too  rigidly  imposed  by  HSAs),  the  guide- 
lines now  permit  an  upward  or  downward  adjustment  to  meet  a  specific 
local  situation.  The  revised  guidelines  reemphasize  the  important  re- 
sponsibility which  HSAs  have  to  analyze  and  plan  how  the  guidelines 
apply  to  local  needs  and  conditions. 

The  standard  that  has  caused  the  most  concern  is  the  one  calling  for 
no  more  than  4.0  short-stay  hospital  beds  per  thousand  people  in  each 
health  service  area.  The  Department  of  HEW  has  indicated  that,  over 
the  longer  term,  HSAs  are  expected  to  build  into  their  plans  an  effort 
to  reach  a  bed/population  ratio  of  3.7  beds  per  thousand  population. 
Presently,  half  the  States  have  more  than  4.5  beds  per  thousand  while 
12  States  have  between  4.0  and  4.5  beds.  With  re^-ard  to  the  more  than 
200  HSAs,  95  currently  have  more  than  4.5  beds  per  thousand  and  55 
have  between  4.0  and  4.5.  Some  66  HASs  have  less  than  4.0  beds  per 
thousand. 

Usin,e  the  national  guidelines  as  a  basis,  the  Department  of  HEW 
has  estimated  that  the  national  total  of  excess  beds  is  currentlv  more 
than  131,000.  In  the  ten  most  overbedded  States — the  ones  with  the 
lar,q^est  number  of  excess  beds  (not  necessarilv  the  ones  with  the  highest 
bed/population  ratio) — there  are  a  total  of  83.000  excess  beds,  or  more 
than  60  percent  of  all  the  excess  beds  in  the  Nation. 
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XATIOXAL  C'OUXC'IL  ON  HEALTH  PLANNIXG  AND  DEVEL0PMP:NT 

Section  1503  of  the  Act  mandated  the  creation  of  a  National  Council 
on  Health  Planning  and  Development,  responsible  for  advising  and 
making  recommendations  to  the  Secretary  concerning  national  guide- 
lines, implementation  and  administration  of  the  program,  and  evalua- 
tion of  new  medical  technology.  Three  members  of  the  Council  are  ex- 
officio,  nonvoting — the  Chief  Medical  Director  of  the  Veterans'  Ad- 
ministration, the  Assistant  Secretary  for  Health  and  Environment  of 
the  Department  of  Defense,  and  the  Assistant  Secretary  of  Health  of 
the  Department  of  HEW.  The  remaining  12  members  are  appointed  by 
the  Secreary  of  HEW.  Council  members  are  representative  of  provid- 
ers, consumers,  and  government,  including  at  least  three  HSA  repre- 
sentatives and  three  SHCC  representatives. 

Throughout  1978,  the  Council  met  monthly  to  ad\'ise  the  Secretary 
on  development  of,  and  to  make  recommendations  on,  revisions  of  the 
national  guidelines  for  health  planning.  This  intensive  advisory  role  is 
expected  to  continue  until  the  Department  has  published  guidelines 
and  regulations  on  standards  and  goals  related  to  health  status,  health 
promotion,  health  care,  and  health  financing. 

According  to  the  Department,  the  Council's  recommendations  on 
revising  the  national  guidelines  were  immediately  considered  and  in- 
corporated by  the  staff  developing  the  revised  guidelines,  the  goals 
and  subgoals.  Through  its  public  deliberations  and  the  Department's 
public  responses,  the  Council  served  as  a  beacon  of  hope  for  HASs, 
SPHDAs,  and  provider  and  consumer  groups  concerned  about  the 
development  and  impact  of  the  original  set  of  guidelines  published 
September  23, 1978. 

The  Council  is  intended  to  provide  a  meclianism  for  coordinated 
deliberation  about  and  response  to  HEW  policies  and  proposals  af- 
fecting the  heaUh  care  system.  Its  mandate  crosses  organizational  lines 
within  the  Department  since  its  composition  is  a  microcosm  of  the 
forces  that  must  work  together  to  improve  the  health  care  system. 
The  agenda  materials  prepared  for  the  Council,  as  well  as  the  minutes, 
have  a  wide  circulation  through  direct  distribution  or  through  national 
newsletters.  The  triple  functions  of  the  Council  require  liaison  with 
cipher  councils  advising  the  Secretary,  such  as  the  PSRO  Council  and 
the  National  Health  Insurance  Council. 

The  key  to  the  CounciPs  effectiveness  is  the  public  discussion,  the 
public  consideration  of  widely  different  vieAvpoints,  and  the  public 
resolution  in  the  form  of  discussions  on  what  to  advise  the  Secretary 
on  the  development  of  national  health  policies.  Each  of  the  members 
represents  constituencies  which,  as  organizations  or  individuals,  are 
not  shy  about  pushing  their  special  interests.  The  Council  represents 
a  forum  in  Avhich  these  special  interest  concerns  can  be  brought  out  in 
a  focused  discussion  and  the  Department's  responses  can  be 
enunciated. 

HEALTH  SERVICES  AREA 

To  implement  the  law,  the  Congress  authorized  a  network  of  area- 
wide  planning  agencies,  known  as  health  systems  agencies,  which 
together  will  blanket  the  Nation.  Each  agency  is  responsible  for  a 
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health  service  area  of  approximately  500,000  to  3  million  residents. 
The  designated  area  is  supposed  to  be  a  reasonable  reflection  of  a  i 
health  service  or  medical  trade  area  with  at  least  one  center  for  the 
provision  of  highly  specialized  services.  AYherever  possible,  standard  i 
metropolitan  statistical  areas  (SMS As)  are  to  be  contained  in  only  ' 
one  health  service  area,  a  provision  Avhich  has  resulted  in  15  interstate 
HSAs.  The  areas  were  designated  by  the  Governors  of  each  State 
under  Federal  guidelines. 

The  process  was  completed  early  in  1975.  However,  seven  area  re- 
designations  have  been  formally  requested  since  the  initial  establish- 
ment of  health  service  areas.  Although  all  seven  requests  have  been 
approved,  two  of  the  requests  have  been  subject  to  subsequent  court 
action.  One,  the  splitting  of  the  single  metropolitan  Philadelphia  area 
into  three  separate  areas,  was  overturned  by  the  Federal  courts.  The 
other,  realignment  of  health  service  area  boundaries  involving  certain 
Kentucky  counties,  is  currently  under  a  temporary  restraining  order 
of  the  U.S.  district  court. 

There  are  currently  205  health  service  areas.  This  is  one  more  than 
initially  designated  in  September  1975  and  resulted  from  the  division 
of  a  large  sparsely  populated  area  in  Arizona  into  two  areas. 

HSA  and  State  boundaries  are  coterminous  in  12  States  (Delaware, 
Idaho,  Maine,  Mississippi,  Montana,  New  Hampshire,  Oklahoma. 
Puerto  Eico,  South  Dakota,  Vermont,  West  Virginia,  and  Wyoming)  ; 
and  another  two  areas  are  essentially  so  (New  Mexico  and  Utah). 
Under  a  section  1536  some  States  and  territories  were  granted  exemp- 
tions from  the  requirements  to  create  a  two-tiered  (HSA  and  State) 
planning  structure.  They  may  combine  the  HSA  and  SHPDA  func- 
tions in  the  latter  agency,  and  all  of  the  eight  eligible  States  and  Terri- 
tories have  chosen  to  do  so.  (Those  eight  so-called  1536  entities  include 
American  Samoa,  District  of  Columbia,  Guam,  Hawaii,  Ehode  Island, 
Trust  Territory  of  the  Pacific  Islands,  the  Virgin  Islands,  and  the 
Northern  Mariana  Islands.)  Thus,  with  the  eight  section  1536  States, 
22  of  the  local  health  planning  jurisdictions  are  statewide. 

Fifteen  of  the  areas  are  interstate.  One  covering  the  Navajo  reserva- 
tion is  tri-State ;  the  others  are  bi-State.  Thirteen  encompass  interstate 
standard  metropolitan  statistical  areas  (SMS As).  All  but  36  of  the 
over  270  SMSA's  are  included  within  a  single  area — 25  of  the  36  split 
SMSA's  are  interstate  ones.  The  36  split  SMSA's  were  split  either  by 
waivers  granted  by  the  Secretary  or  by  the  granting  of  section  1536 
status  (District  of  Cohimbia  and  Rhode  Island) .  Six  major  metropoli- 
tan regions  with  split  SMS  As  contain  approximately  23  million  people 
or  over  ten  percent  of  the  U.S.  population.  These  regions  are  Boston, 
Chicago,  San  Francisco,  Oakland,  Washington,  D.C.,  Memphis,  and 
Philadelphia. 

The  population  breakdown  of  these  205  jurisdictions  is  as  follows : 


Under  500,000   50 

500,000-999,999   85 

1,000,000-1,999,999    49 

2,000,000-2,999,999    16 

3,000,000  and  over   5 


In  terms  of  geographical  size,  health  service  area  3  in  Alaska,  which 
encompasses  the  northern  two-thirds  of  the  State  with  about  320,000 
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square  miles,  is  the  largest.  The  smallest  is  area  3  in  New  Jersey 
(Hudson  County),  covermg  only  46  square  miles. 

There  is  a  reasonably  high  degree  of  congruity  with  Professional 
Standards  Keview  Organization  (PSliO)  areas.  There  are  45  in- 
stances where  health  service  areas  and  PSHO  areas  are  identical.  In 
another  four  instances  (e.g.,  Los  Angeles,  New  York  City),  the 
health  service  areas  completely  encompass  two  or  more  PSRO  areas. 
Conversely,  44  health  service  areas  are  wholly  contained  within  single 
PSRO  areas  (e.g.,  Colorado,  Nevada) .  Of  the  remaining  incongruent 
areas,  half  involve  a  difference  of  only  one  or  two  counties. 

In  only  eight  States  (Alabama,  Illinois,  Kentucky,  Nebraska,  Penn- 
sylvania, South  Carolina,  Virginia,  and  Wisconsin)  did  any  of  the 
areas  officially  designated  by  HEW  differ  from  what  their  Governors 
had  proposed. 

HEALTH  SYSTEMS  AGENCIES 

To  carry  out  the  health  planning  function  in  each  of  the  health  serv- 
ice areas  described  above,  the  act  provided  for  designation  by  the  Sec- 
retary of  a  health  systems  agency  (HSA).  There  are  now  203  HSAs 
designated  under  the  terms  of  the  act.  As  of  May  15,  1979,  181  HSAs 
had  been  granted  full  designation  and  22  were  operating  either  under 
their  original  conditional  designation  agreements  or  special  waivers 
allowing  certain  agencies  additional  time  to  comply  with  requirements 
for  full  designation.  One  agency,  the  Puerto  Rico  HSA,  has  been  non- 
renewed  and  another  agency,  the  HSA  for  Los  Angeles  County,  has 
been  terminated. 

Health  systems  agencies  may  be  private  nonprofit  corporations 
(178) ,  a  public  regional  planning  body  if  it  meets  special  requirements 
(21),  or  a  single  unit  of  local  government  (4).  More  than  half  of  the 
current  agencies  were  formerly  areawide  "314(b)  agencies,"  so-called 
for  the  section  of  the  Public  Health  Service  Act  referring  to  Compre- 
hensive Health  Planning  Agencies  under  an  earlier  health  planning 
authority. 

These  agencies  must  be  governed  by  a  governing  board,  a  majority 
(51-60  percent)  of  the  members  of  which  are  consumers,  with  the 
remainder  of  the  board  representing  providers,  including  physicians 
(particularly  practicing  ones),  dentists,  nurses,  and  other  health  pro- 
fessions, health  care  institutions,  insurers,  professional  schools,  and 
the  allied  health  professions.  The  statute  also  requires  representation 
of  public  officials,  residents  of  nonmetropolitan  subareas,  and  Veterans' 
Administration  and  health  maintenance  organization  (HMO)  facili- 
ties where  appropriate. 

Consumers  account  for  54  percent  (4,692)  of  the  8,768  members  of 
HSA  governing  boards.  Women  account  for  38  percent  of  the  con- 
sumer composition  of  boards.  Consumer  minority  members  fill  22  per- 
cent of  governing  board  positions.  Public  officials  make  up  almost  15 
percent  of  the  governing  board  composition,  prim_arily  categorized  as 
consumer  members.  Of  the  public  officials  on  boards,  the  vast  majority 
are  local  officials  as  compared  to  State  and  other  officials. 

Of  all  the  provider  members  of  HSA  boards,  more  than  three- 
fourths  are  direct  providers  (physicians,  nurses,  health  care  institu- 
tion administrators,  dentists,  health  and  allied  health  professionals). 
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Physicians  (includino-  osteopaths)  make  up  27  percent  of  the  ])rovider 
cateo-ory,  with  dentists  and  nurses  makino-  up  6  and  T  percent  res])ec- 
tively  of  the  governina;  board  positions  for  ])roviders.  Representatives 
of  health  care  institutions  fill  37  percent  of  the  provider  slots  on  gov- 
erning boards,  with  health  care  insurers — 6  percent,  health  professional 
schools — 7  percent,  and  allied  health  professionals — 10  percent. 

HSAs  have  reportedly  encountered  their  mo.st  dominant  ]:)roblem 
in  complying  with  requirements  for  consumer  board  members  repre- 
sentative of  vai'ious  economic  and  social  (age,  sex)  groups  in  their 
communities.  Difficulties  have  also  been  experienced  in  satisfying  re- 
quirements for  membershi])  by  re])resentatives  of  allied  health  pro- 
fessions and  health  maintenance  organizations  (HMOs)  among  the 
provider  categories. 

In  terms  of  size  of  governing  bodies,  there  is  a  ran^'e  from  a  low  of 
1 5  members  to  a  high  of  37.  About  one-half  of  the  HSAs  have  govern- 
ing bodies  numbering  greater  than  30  and  have  therefore  established 
the  required  executive  committees.  In  addition,  some  105  HSAs  have 
established  526  subarea  councils  (SACs)^  with  a  total  membership  of 
15,880.  The  greatest  number  of  the  SACs  reflect  a  geographical  base 
consistent  with  county  boundaries,  with  State  planning  districts 
being  the  second  most  frequent  base  for  SACs.  The  range  in  number 
of  members  in  SACs  is  staggering — from  Arizona  area  one  having 
a  subarea  council  of  15  members  to  the  seventh  area  in  Xew  York  with 
more  than  1.800  members  on  its  subarea  councils. 

Nearly  all  HSAs  have  staffs  that  meet  the  minnnum  requirements 
for  full  designation.  There  are  an  estimated  3,903  staff  positions  of 
which  sixty-nine  percent  are  professional  and  thirty-one  percent  sup- 
port staff.  Estimates  of  number  of  staff  range  from  a  low  of  two  in 
Arizona  area  two  to  a  high  of  75  for  California  area  11  and  New  York 
area  seven.  About  half  of  the  agencies  have  between  11  and  20  staff 
members. 

Practically  all  agencies  have  expertise  in  administration,  planning, 
data  collection,  and  resources  development  with  some  small  number  of 
agencies  having  difficulties  in  recruiting  people  with  expertise  in  plan- 
ning and  data  collection.  The  salary  range  for  the  professionals  goes 
from  a  low  of  $4,800  to  a  high  of  $42,500.  In  more  than  60  percent  of 
the  cases,  HSAs  have  filled  the  key  position  of  executive  director  with 
former  CHP  people.  Salary  ranges  for  the  executive  director  position 
are  from  a  low  of  $19,000  to  a  high  of  $47,000. 

The  purposes  of  the  planning  agencies  are  to  im]n'ove  the  health 
of  residents  of  a  health  service  area;  increase  accessibility,  accept- 
ability, continuity  and  quality  of  health  services  provided";  restrain 
mcreases  in  the  cost  of  providing  health  services;  and  prevent  un- 
necessary duplication  of  health  resources.  The  agency's  ultimate  re- 
sponsibility is  the  provision  of  effective  health  planning  for  its  area 
and  the  promotion  of  the  development  (within  the  area)  of  health 
services,  manpower,  and  facilities  Avhich  meet  identified  needs,  reduce 
documented  mefficiencies,  and  implement  the  health  plans  of  the 


To  meet  these  responsibilities,  each  agencv  must  complete  a  health 
systems  plan  (HSP)  which  is  a  statement  of  long  range  goals  for  the 


agency. 


1  one  or  more  "subarea  advisory  councils"  rep- 
■ice  area  to  advise  the  governing;  body  of  t-ie 
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community.  Xot  only  is  the  plan  itself  considered  an  important  docu- 
ment for  the  public 'statement  of  a  community's  goals  and  objectives, 
but  it  serves  as  the  basis  on  which  all  proposals  for  new  institutional 
health  services  and  programs,  and  applications  for  Federal  funds 
under  a  significant  number  of  Federal  programs  will  be  reviewed.  In 
addition  to  the  long-range  plan,  there  must  be  an  annual  implementa- 
tion plan  (AIP)  which  has  specific  objectives  for  the  current  year's 
implementation  of  the  HSP. 

Each  agency  also  makes  recommendations  to  the  State  concerning 
proposals  fo/  new  services  and  capital  expenditures,  and  reviews 
existing  services  in  terms  of  their  appropriateness.  In  conducting  these 
activities,  agencies  are  required  to  coordinate  with  other  federally 
sponsored  initiatives  (e.g.,  professional  standards  review  organiza- 
tions and  the  cooperative  health  statistics  system),  as  well  as  existing 
IDlanning  activities  of  State  and  local  agencies. 

According  to  survey  data  validated  in  December  1977,  HSAs  have 
been  devoting  one-fourth  of  their  effort  to  plan  development  as  re- 
flected by  the  functional  budget  breakdowns  of  143  agencies  detailed 


below. 

Funds 

Function  (percent) 

Plan  development   26 

Agency  organization  and  management   18 

Plan  implementation/Review  activities   16 

Plan  implementation/Resource  development   13 

Data  management  and  analysis   11 

Public  involvement  and  education   11 

Coordination  activities   5 


Total    100 


One  of  the  key  measures  used  to  evaluate  effectiveness  of  health 
planning  is  the  degree  to  which  health  planning  activities  have  resulted 
in  documented  cost  savings  for  the  health  care  svstem.  A  survey  re- 
leased February  1979  by  the  American  Health  Planning  Association 
reports  that  health  systems  agencies  and  State  health  planning  and 
development  agencies  disapproved  $2.3  billion  of  a  proposed  $10.6 
billion  in  capital  investments  between  August  1976  and  August  1978. 
The  survey  covers  166,  or  81  percent,  of  the  country's  205  HSAs  and  27, 
or  52  percent,  of  its  57  SHPDAs. 

The  report  shows  that  planning  agencies  have  saved  money  not  only 
through  certificate-of-need  review  and  reviews  required  under  Section 
1122  of  the  Social  Security  Act,  but  also  throusfh  technical  assistance 
to  health  care  facilities  and  the  influences  of  their  health  systems  plans 
and  State  health  plans.  For  example,  the  health  planning  review  proc- 
ess has  in  some  cases  acted  to  discourage  institutional  providers  from 
submitting  proposals  known  to  be  inconsistent  with  the  health  systems 
plan  of  the  local  HSA.  In  other  cases,  unofficial  contacts  between  pro- 
viders and  the  HSA  may  elicit  negative  responses  to  part  or  all  of  a 
capital  expenditure  proposal,  resultino-  in  withdrawal  or  modification 
of  certain  proposals  prior  to  official  submission. 

The  report  notes  that  if  unofficial  data— referred  to  as  document- 
able  pre-app]icatioii  "reviews''— ai:e  considered,  the  fio-ure  for  total 
cost  savings  by  HSAs  and  SHPDAs  would  total  S3.4  billion.  The 
report  notes  that  16,000  hosnital  beds  were  unofficiallv  proposed,  and 
11,500  Avere  requested  in  official  applications.  Planning  agencies  disap- 
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proved  8.YO0  beds  officially,  and  7,900  beds  in  unofficial  reviews  are 
included.  Some  49,000  skilled  nursino:  home  or  intermediate  care  facili- 
ties were  also  unofficially  disapproved— 20,000  officially — out  of  an  un- 
officially proposed  114,000  beds,  or  85,000  officially  requested.  It  was 
estimated  that  such  capital  investment  denials  will  save  about  $10 
billion  in  operatin^o-  costs  in  the  1980s. 

In  fiscal  year  1976,  the  averag^e  planning  grant  for  the  201  HSAs 
designated  at  the  time  was  $315,191,  or  a  per  capita  amount  of  $.37. 
In  fiscal  year  1977,  the  avera2:e  grant  per  agency  was  $78,150,  or  $.46 
per  capita.  In  fiscal  year  1978,  the  average  per  capita  grant  reached 
$.52.  It  was  estimated  that  for  fiscal  year  1979,  the  per  capita  amount 
would  be  $.49.  A  more  detailed  breakdown  is  shown  below: 

HEALTH  SYSTEMS  AGENCIES  PLANNING  GRANTS,  FISCAL  YEARS  1976-78 


Number  Average 
of  HSA's       Per  capita       per  agency 


Fiscal  year  1976: 

Less  than  minimum     

Atn''F,000       21  $0.65  $145,000 

At  $160,000  26  .37  160,000 

At$17F,000     24  .31  175,000 

Over  minimum    130  .29  399,603 


Total      201  .37  315,191 


Fiscal  year  1977: 

Less  than  minim-m    3  1.69  133,146 

At  miniun-m  ($175,000)     23  .68  175,000 

Over  minimum    186  .46  519,655 


Total     212  .46  478,150 


Fiscal  year  1978: 

Less  than  minimum          

At  minimum  ($17  ,000)     20  .95  175,000 

Over  minimum    192  .51  563,971 


Total    212  .52  527,275 


FISCAL  YEAR  1979  (ESTIMATE) 


Number 

of  HSA's  Cost      Population        Per  Capita 


At  minimum  ($175,000)    30      $5,250,000       7,082,020  $0.74 

Over  minimum    183    100,680,000    210,917,980  .46 


Total     213     105,930,000     218,000,000  .49 


Note:  Based  on  $8,600,000  local  contribution. 
Source:  Bureau  of  Health  Planning,  DHEW. 

The  health  planning  statutes  and  regulations  issued  on  the  designa- 
tion and  funding  of  HSAs  require  that  HSAs  seek  to  enter  into  agree- 
ments with  professional  standards  review  organizations  (among  other 
entities  with  which  HSAs  have  a  responsibility  to  establish  cooper- 
tive  arrangements).  Such  agreements  Ijetween  HSAs  and  PSROs  are 
to  provide  for  sharing  of  data  and  technical  assistance  and  to  assure 
that  actions  taken  by  PSROs  which  alter  the  area's  health  system  will 
be  taken  in  a  manner  consistent  with  the  health  systems  plan  and 
annual  implementation  plan  in  effect  for  the  area.  According  to  the 
American  Association  of  Professional  Standards  Review  Organiza- 
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tions.  171  of  the  potential  317  agreements,  formerly  called  memoranda 
of  agreement,  had  been  executed  by  August  1978. 

One  of  the  roadblocks  to  cooperation  among  HSAs  and  PSROs  has 
centered  on  the  issue  of  confidentiality  of  data  requested  of  the  PSRO. 
It  is  expected  that  with  the  enactment  of  the  Medicare-Medicaid 
Antifraud  and  Abuse  Amendments  public  law  95-112)  and  the  sub- 
sequent publication  of  regulations  by  the  Health  Care  Financing 
Administration  (January  16,  1978)  affecting  the  sharing  of  PSRO 
data  and  the  issue  of  confidentiality,  some  of  these  conflicts  will  be 
resolyed. 

STATE  HEALTH  PLAXXIXG  AXD  DE^T:L0P3HEXT  AGEXCIES 

To  assure  coordinated  State  leyel  planning,  an  agency  of  State 
goyernment,  chosen  by  the  Goyernor,  is  designated  to  serye  as  the 
State  health  planning  and  deyelopment  agency  (State  Agency  or 
SHPDA).  The  State  Agency  must  haye  an  administrntiA^e  ])rogram 
approyed  by  HEW  for  carrying  out  its  functions.  All  57  State  Agencies 
haye  been  conditionally  designated.  The  organizational  location  of 
these  agencies  is  as  follows : 


State  health  department   29 

Health  and  welfare  department   18 

Governor's  office   3 

Independent  agency  or  commission   3 

Other  agencies  .   3 


These  57  State  Agencies  currently  haye  staffs  totalling  1.551. 
Seyenty-one  are  professional  staff  and  29  percent  support  personnel. 
Staff  size  ayerages  24.  Directors'  salaries  range  from  a  maximum  of 
$45,000  to  a  minimum  of  $17,500.  Professional  staff  salaries  range 
from  a  maximum  of  $86,936  to  a  minimum  of  $6,700. 

The  State  Agency  is  responsible  for  conducting  the  State's  health 
planning  actiyities  and  implementing  the  parts  of  the  State  health 
plan  and  plans  of  health  systems  agencies  which  relate  to  the  goyern- 
ment of  the  State.  The  agency  prepares  a  preliminary  State  plan 
from  the  health  systems  plans  for  approyal  or  disapproyal  by  the 
Statewide  Health  Coordinating  Council  (SHCC) ,  it  also  prepares  and 
assists  the  Council  in  the  review  of  the  State  medical  facilities  plan 
(SMFP)  and  in  the  performance  of  its  f mictions.  It  seryes  as  the 
designated  planning  agency  imder  section  1122  (relating  to  capital 
expenditures  reyiew)  of  the  Social  Security  Act.  and  reyiews  new 
institutional  health  services  pro])osed  in  the  State  and  the  appro- 
priateness of  existing  institutional  health  services. 

SHPDAs  are  currently  devoting  60  percent  of  their  effort  to  per- 
formance of  State  agency  functions  as  reflected  by  the  following 
functional  budget  breakdowns  submitted  by  50  agencies : 


Funds 

Function  (percent) 

Administration  of  State  administrative  program   19 

Performance  of  State  agency  fmictions   60 

Administration  of  SMFP___'   16 

Administration  of  HSA  functions/section  1536   5 


Total   -   100 
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Another  study  of  the  SHPDAs  revealed  the  following  information 
regarding  the  area  of  expertise  of  their  professional  staff : 


Category  Percent 

Administration    22 

Health  planning   29 

Resource  development)   23 

SHCC  support   9 

Other   17 


Total    100 


In  terms  of  areas  of  expertise,  the  largest  mnnber  of  professional 
staff  are  assigned  to  the  health  planning  category.  Conversely,  the 
smallest  number  are  reported  as  being  principally  concerned  with 
providing  staff  support  to  the  Statewide  Health  Coordinating  Council 
(SHCC).  In  the  most  recent  study  only  11  agencies  indicated  that 
they  were  providing  staff  support  to  the  SHCC  on  a  full-time  basis. 

SHPDAs  have  been  establishing  working  relationships  with  those 
other  agencies  or  programs  that  help  make  up  large  parts  of  the  health 
care  delivery  system.  About  half  of  the  State  agencies  have  already 
analyzed  the  health  needs  of  their  States  and  established  priorities. 
More  than  three-fourths  of  the  agencies  have  provided  guidance  to 
HSAs  on  common  format  for  health  plans,  procedures  and  a  timetable 
for  developing  State  health  plans. 

As  of  May  15,  1979,  eight  States  have  had  their  agencies  fully 
designated  in  accordance  with  the  terms  of  the  Act.  Most  of  the  re- 
maining State  agencies  have  either  submitted  or  will  be  submitting 
within  the  next  j^ear  applications  for  full  designation  status.  How- 
ever, in  one  case — the  State  agency  for  Ohio,  the  Department  of  HEW 
has  denied  approval  for  full  designation  and  given  the  agency  a 
limited  period  of  time  in  which  to  improve  its  performance.  According 
to  the  Department,  the  Ohio  agencv  has  consistently  overturned  HSA 
efforts  to  restrict  the  building  of  additional  hospital  beds,  often  acting 
in  direct  conflict  witli  its  own  State  health  facilities  development  plan. 

In  fiscal  year  1977,  statistics  on  SHPDA  funding  showed  that  the 
minimum  Federal  arant  to  30  State  agencies  was  $2^)9.023.  The  average 
grant  was  $657,853,  received  by  22  agencies.  Total  Federal  dollars  for 
SHPDA  funding  reached  $24.5  million  in  fiscal  year  1977,  with  the 
total  estimated  Federal  plus  State  dollars  reaching  a  level  of  $39.1 
million.  In  fiscal  year  1978  for  the  57  State  agencies  designated  at  that 
time,  the  minimum  grant  for  24  agencies  was  around  $344,983,  with  the 
average  grant  for  all  agencies  above  the  minimum  amount  set  at 
$852,131  for  a  total  Federal  dollar  contribution  of  $31.8  inillion.  The 
combined  Federal/State  contribution  for  this  activitv  in  fiscal  year 
1978  was  $48.9  million.  It  was  estimated  that  the  fiscal  year  1979 
amounts  would  be  close  to  fiscal  vear  1978  levels,  since  appropriations 
for  FY  1979  remain  at  the  FY  1978  level. 

STATEWIDE  HEALTH  COORDIXATIXG  COUXCILS 

The  law  also  mandated  the  creation  of  statewide  health  coordinating 
council  as  a  joint  forum  for  the  interests  and  perspectives  of  the  HSAs 
and  State  officials.  All  members  of  the  council  are  appointed  by  the 
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Governor.  At  least  16  members  must  be  chosen  by  the  Governor  from 
lists  of  representatives  submitted  by  HSAs  within  the  State.  Each 
HSA  is  entitled  to  the  same  number  of  representatives  on  the  SHCC. 
In  addition  to  HSA  representatives,  the  Governor  may  also  appoint 
other  persons  (including  State  officials,  public  elected  officials,  and 
other  representatives  of  governmental  authorities  within  the  State)  to 
serve  on  the  SHCC  so  long  as  these  additional  representatives  consti- 
tute no  more  than  40  percent  of  the  council  membership.  A  majority  of 
the  SHCC  members  must  be  consumers  of  health  care. 

The  council  reviews  annually  and  coordinates  the  health  systems 
plans  and  annual  implementation  plans  of  the  State's  health  systems 
agencies  and  makes  comments  on  them  to  the  Secretary  of  HEW.  The 
SHCC  is  responsible  for  a  State  health  plan  (SHP)  comprised  of  the 
health  systems  plans  of  HSAs  within  the  State.  It  also  reviews  budgets 
and  applications  of  health  systems  agencies,  advises  the  State  agency 
on  the  performance  of  its  functions,  and  reviews  and  approves  or  dis- 
approves State  plans  and  applications  for  formula  grants  to  the  State 
under  a  number  of  Federal  health  programs. 

As  of  February  9,  1979,  51  States  have  established  their  statewide 
health  cordinating  councils.  These  councils  range  in  size  from  18  mem- 
bers in  Wyoming  to  83  for  Massachusetts.  Total  membership  is  1,734. 
The  membership  of  these  councils  reflects  the  membership  of  the  HSA 
governing  bodies  with  53  percent  classified  as  consumers.  Of  the  pro- 
viders, about  70  percent  are  direct  providers. 

CERTIFICATE-OF-XEED 

Under  Public  Law  93-641  all  States  must  develop  a  certificate-of- 
need  (CON)  program  which  assures  that  only  those  services,  facilities, 
and  organizations  which  are  found  to  be  needed  by  the  planning  agen- 
cies are  offered  or  developed  in  the  State.  While  some  States  have  had 
certificate-of-need  programs  since  the  late  1960s,  this  is  the  first  time 
that  all  States  have  been  required  to  institute  such  programs.  The  cer- 
tificate-of-need process  attempts  to  prevent  the  duplication  of  services 
and  facilities  which  exists  in  some  locations — for  example,  hospitals 
within  five  minutes  of  each  other  offering  identical  high  technology 
services  Avith  neither  facility  operating  near  capacity  or  even  a  mini- 
mum load  for  maintaining  quality  standards.  Over  the  long  run,  CON 
attempts  to  create  a  more  coordinated,  regionalized  system  for  health 
services. 

Forty-one  States  have  already  enacted  certificates  of  need  laAVS, 
althou/3-h  their  provisions  vary  widely.  In  addition,  33  States  review 
capital  expenditures  under  section  1122  of  the  Social  Security  Act.  If 
a  State  disapproves  a  capital  expenditure  under  the  latter  program, 
HEW  will  withhold  depreciation  and  other  costs  related  to  that  ex- 
penditure when  reimbursing  health  care  facilities  under  the  medicare, 
medicaid,  and  maternal  and  child  health  programs.  The  following- 
table  shows  the  status  of  certificate  of  need  and  section  1122  programs 
in  the  States  (as  of  January  1979)  : 
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STATES  WITH  CERTIFICATES  OF  NEED  AND  SECTION  1122  PROGRAMS  AS  OF  JANUARY  1979 

Year  certificate-of-   Effective  date  of  1122 
State  need  first  enacted   Reviews  Agreement 

Alabama     1977  September  1973. 

Alaska  (effective  1977)     1796  April  1974. 

Arizona       ---  1971 

Arkansas    2  1975  July  1973. 

California   1969 

Colorado       2  1973   March  1974. 

Connecticut      1969 

Delaware  (effective  1979)...      1978  July  1973. 

(District  of  Columbia)   1960 

Florida      1972 

Georpiai     1974   February  1974. 

Hawaii  2     1974 

Idaho     February  1974. 

Illinois-.    1974 

Indiana      July  1973. 

Iowa  (effective  1978)   1977   March  1973. 

Kansas    -   -   21972 

Kentucky      1972   March  1974. 

Louisiana   May  1973. 

Maine     1978   March  1973. 

Maryland   21968 

Massachusetts     1971 

Michigan....    1972   December  1973. 

Minnesota     1971    February  1974. 

Mississippi      June  1973. 

Missouri  

Montana   1975   February  1974. 

Nebraska   February  1973. 

Nevada     1971    March  1974. 

New  Hf  mpshire   April  1973. 

New  Jersey      1971   February  1974. 

New  Mexico    1978  July  1973. 

New  York   1964   February  1974. 

North  Carolina   1978   April  1973. 

North  Dakota.      21971    Feburary  1974. 

Ohio     1975 

Oklahoma     1971    February  1974. 

Oregon      1971    March  1974. 

Pennsylvaina   March  1973. 

Rhode  Island   1968 

South  Carolina   1971   March  1974. 

South  Dakota   1972 

Tennesse    1973 

Texas       1975 

Utah         February  1974. 

Vermont      January  1975. 

Virginia    2 1973 

Washington        1971   February  1974. 

West  Virginia...         1977  March  1977. 

Wisconsin      1977 

Wyoming...      21977   February  1974. 


Total  number  of  programs    41  33. 

1  Covers  nursing  homes  only. 

2  "Satisfactory"  programs. 

Source:  Status  of  Certificate-of-Need  and  Section  1122  Programs  in  the  States,  Washington,  D.C.;  DHEW,  Bureau  of 
Health  Planning;  January  1979. 

The  certificate-of-need  programs  vary  with  each  State,  consistent 
with  Federal  requirements,  although  all  must  include  requirements 
for  approval  of  any  new  construction  or  significant  capital  expenditure. 
The  certificate-of-need  provisions  of  Public  Law  93-641  were  designed 
to  improve  upon  the  capital  expenditure  review  provision  (section 
1122)  of  Public  Law  92-603,  the  Social  Security  Amendments  of  1972, 
which  encouraged  States  to  participate  in  capital  expenditures  review 
programs.  In  enacting  the  section  1122  program,  Congress  wanted  to 
make  certain  that  reimbursement  for  depreciation  on  buildings  and 
equipment,  and  interest  on  loans  used  to  acquire  them,  (items  which  are 
considered  reimbursable  as  part  of  the  cost  of  providing  services  under 
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the  Medicare,  medicaid,  and  maternal  and  Child  Health  programs), 
would  be  made  in  line  with  the  then-designated  planning  agency's 
approvals. 

The  Department  issued  regulations  specifying  the  minimum  require- 
ments for  satisfactory  State  certificate-of-need  programs  on  Janu- 
ary 21,  1977.  (These  regulations  were  strengthened  by  revisions  pub- 
lished in  the  Federal  Register  on  April  8, 1977).  These  Federal  certif- 
icate-of-need regulations,  in  setting  forth  the  minimum  requirements 
for  State  certificate-of-need  programs,  drew  upon  the  experience  of 
the  State  and  the  Department  in  administering  previous  certificate- 
of-need  and  section  1122  programs,  so  that  the  weaknesses  of  these 
earlier  programs  would  be  overcome.  It  should  be  noted  that  States 
can  go  well  beyond  the  minimums  established. 

The  Department  now  requires  that  State  health  planning  and  devel- 
opment agencies  administer  satisfactory  certificate-of-need  programs 
in  order  to  become  fully  designated  and  thus  to  participate  fully  in  the 
programs  authorized  by  titles  XV  and  XVI  of  the  Public  Health  Serv- 
ice Act.-  The  HEW  regional  offices  ha\T  the  primary  responsibility 
for  providing  assistance  to  the  States  in  the  development  of  satis- 
factory certificate-of-need  programs. 

The  law  mandates  States  to  establish  State  certificate-of-need  pro- 
grams, satisfactory  to  the  Secretary  of  HEW,  which  would  apply  to 
new  institutional  health  services  proposed  to  be  offered  or  developed 
within  the  State.  The  CON  program  is  to  be  administered  by  the  State 
agency  and  is  to  contain  sanctions  (e.g.,  denial  or  revocation  of  licen- 
sure, civil  or  criminal  penalties)  so  that  only  those  services,  facilities, 
and  organizations  found  to  be  needed  will  actually  be  offered  or  devel- 
oped in  the  State.  Eegulations  spell  out  the  types  of  new  institutional 
health  services  which  are  subject  to  certificate-of-need  review  and  the 
definition  of  a  "health  care  facility"  through,  by,  or  on  behalf  of  which 
such  services  would  be  made  available. 

The  regulations  require  certificate-of-need  api^roval  for  the  follow- 
ing: (1)  construction,  development,  or  other  establishment  of  a  new 
health  facility^  or  health  maintenance  organization;  (2)  capital  ex- 
Denditures  over  $150,000  except  for  site  acquisitions,  acquisition  of  exr 
isting  facilities,  or  expenditures  solely  for  termination  or  reduction 
in  beds  or  services;  (3)  changes  in  bed  capacity  involving  more  than 
10  l^eds  or  10  percent  of  total  ca])acity ;  (4)  new  services  (except  home 
health  services)  not  offered  regularly  during  the  preceding  12-month 
period:  and  (5)  predevelopment  activitv  costing  more  than  $150,000. 

To  address  the  issue  of  efficiency,  api^licants  for  certificatps-of-need 
)nust  make  a  written  findino'  as  to  the  efficiencv  and  appropi'iateness  of 
the  use  of  similar  existing  facilities.  In  addition,  local  and  State  plan- 


-  It  is  important  to  notp  that  Avhat  is  reouired  of  SHPDAs  is  that  they  administer  a 
satisfa'^torv  rprtificate-of-nped  profrram.  not  that  they  enact  a  statute  or  develop  a  recrula- 
tion.  The  SHPDA  must  secure  whatever  combination  of  authorities  (statutory,  regulatory. 
Attorney  General  opinions,  and  so  forth)  that  may  be  necessnry  to  administer  a  program 
meeting  minimum  Federal  reauirements.  Further.  State  certificate-of-need  programs  mar 
be  more  stringent  or  more  comprehensive  than  the  minimum  Federal  certificate-of-need 
standards. 

3  A  "health  care  facility"  is  defined  as  including  hosnitals.  psychiatric  hospitals,  skilled 
nursing  facilities,  kidney  disease  treatment  centers,  free-standing  hemodalysis  units,  in- 
termediate care  facilities,  and  ambulatory  surirical  facilities,  but  not  Christian  Science  san- 
atoriums  This  definition  of  "health  care  fncilitv"  is  the  same  as  that  used  in  revised  regu- 
lations (Federal  Register,  January  21,  1977,  pg.  4024)  pertaining  to  section  1122  of  the 
Social  Security  Act.  "Limitation  on  Federal  Participation  for  Capital  Expenditure. 
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ning  agencies  must  document  in  writing  tlie  cost,  efficiency,  and  appro- 
priateness of  the  proposed  services,  rather  than  relying  solely  on  the 
word  of  the  applicant. 

Not  included  in  certificate-of-need  requirements  are  home  health 
agencies  (when  not  part  of  a  health  care  facility) ,  outpatient  phsysical 
therapy,  organized  ambulatory  care  facilities,  and  physicians'  offices. 
There  remains  some  question  whether  medical  equipment  purchased  by 
an  independent  practitioner,  such  as  a  pathologist  or  radiologist,  and 
installed  in  facilities  leased  to  the  practitioner  by  a  hospital  are  sub- 
ject to  certificate-of-need  review. 

The  certificate-of-need  review  function  required  of  State  health 
planning  and  development  agencies  is  intended  to  promote  the  more 
efficient  allocation  of  scarce  health  resources.  In  every  State  and  Terri- 
tory, these  agencies  are  gearing  up  for  certificate-of-need  review  re- 
sponsibilities. If  this  review  responsibility  is  assumed  in  gradual 
fashion,  with  the  proper  foundation  being  laid  in  the  way  of  review 
criteria,  health  plans,  and  Federal  financial  support,  the  committee 
feels  this  review  should  yield  sig-nificant  results.  If  this  review  pro- 
gram is  stmctured  to  keep  abreast  of  changes  in  the  health  care  sys- 
tem (for  example,  the  presence  of  institutional  health  services  in  non- 
institutional  settings)  and  if  it  is  properly  integrated  with  other  regu- 
latory mechanisms,  such  as  rate  review,  the  result  should  be  a  more  effi- 
cient allocation  of  health  resources  in  the  country. 

CEXTERS  FOR  HEALTH  PLAXNIXG 

Ten  regional  centers  for  health  planning  (authorizes  under  section 
1534  of  the  act)  have  been  funded  under  contracts  to  serve  as  back-up 
agencies  for  the  local  and  State  plannino-  programs.  These  centers 
have  produced  a  varietv  of  products  ranging  from  a  guide  to  repula- 
tory  activities  under  P.L.  93-641  to  an  educational  manual  for  HSA 
volunteers  to  an  evaluation  of  the  implications  of  capital  limitation 
programs  in  the  health  industrv.  Staff  size  has  ranged  from  three  pro- 
fessionals and  one  support  staff  in  region  X  to  nine  professionals  and 
three  support  staff  in  remon  YI.  The  Bureau  of  Health  Planning  an- 
nounced in  February  1979  that  it  will  reduce  to  four  the  number  of 
centers  to  be  funded  under  contract  beginnino-  in  June  1979.  This  action 
represents  part  of  a  restructurina:  of  the  technical  assistance  program 
to  improve  use  of  funds  and  personnel. 

GRANTS  FOR  STATE  REVIEW 

Section  1526  of  the  act  authorized  a  propram  of  demonstration 
grants  to  be  awarded  to  State  agencies  for  purposes  of  institutional 
rate  regulation.  Administration  of  this  propr^m  was  delee-ated  to  the 
Health  Care  Financing  Administration  (HCFA^  which  also  has 
responsibility  for  administering  the  research  and  experimentation 
grant  program  for  ratesetting  authorized  under  section  9.22  of  the 
Social  Security  Amendments  of  1972— Public  La  w  92-603.  Fynds  ha\'e 
not  vet  been  aw^arded  under  the  section  1526  authoritv.  One  obstacle  to 
implementation  of  this  section  has  been  the  act's  reouirement  that  the 
rate  review  demonstration  program  be  conducted  by  the  spme  ao-ency — 
the  SHPDA — having  responsibility  for  health  planning  functions.  At 
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present,  State  rate  review  or  ratesetting  activities  are  often  conducted 
by  separate  commissions  or  other  authorities  independent  of  the 
SHPDA.  According  to  Department  spokesmen,  the  HEW  Office  of 
General  Counsel  has  considered  proposals  to  allow  rate  review  grants 
to  be  made  if  the  SHPDA  and  the  ratesetting  authority  in  the  State 
are  structurally  organized  under  the  same  umbrella  authority.  With 
this  consideration  in  mind,  seven  to  nine  State  programs  have  tenta- 
tively been  identified  as  possible  future  section  1526  bases.  The  act 
authorizes  grants  for  such  purposes  to  a  maximum  of  six  State 
programs. 

NATIOXAL  HEALTH  PLAXNIXG  IXFQRMATIOX  CEXTER 

The  National  Health  Planning  Information  Center  was  specifically 
authorized  by  section  1533  of  the  act  to  provide  assistance  to  health 
systems  agencies  and  State  health  planning  and  development  agencies 
through  a  formalized  system  of  information  collection,  processing,  and 
dissemination. 

It  has  been  reported  that,  since  the  Center  began  operation  on  May 
10, 1975,  it  has  identified  more  than  12,000  documents  relevant  to  health 
planning  methods  and  technology  and  has  abstracted,  indexed,  and 
stored  on  computer  more  than  5,000  of  these  items.  More  than  1,000 
individuals  and  agencies  directly  involved  in  health  planning  have 
used  its  services,  and  many  have  taken  advantage  of  the  walk-in  refer- 
ence services. 

HEALTH  RESOURCES  DEVELOPMEXT 

The  second  major  part  of  the  act.  Title  XVI — Health  Resources 
Development — replaces  the  older  medical  facilities  construction  pro- 
gram best  known  as  Hill-Burton.  The  new  program  authorizes  funds 
predominately  for  modernization  of  medical  facilities,  construction 
of  new  outpatient  or  ambulatory  facilities,  and  conversion  of  existing 
medical  facilities  for  the  provision  of  new  health  services.  ^Eoney  for 
construction  of  nev:  in]:)atient  medical  facilities  is  available  only  in 
arens  which  have  experienced  rapid  recent  population  growth. 

The  implementation  of  title  XVI  is  also  tied  systematically  to  the 
entire  health  planning  program,  which  was  not  true  in  previous  facili- 
ties-oriented legislation.  This  not  only  has  the  advantage  of  enhancing 
the  rational  development  of  resources,  but  gives  the  planning  side  of 
the  Drogam  some  further  financial  and  political  sio-nificance.  For  ex- 
ample, the  State  agency  must  have  a  State  medical  facilities  plan 
(SMFP)  which  is  approved  by  the  SHCC,  and  is  consistent  with  the 
State  health  plan.  While  it  is  a  separate  document,  the  SMFP  is  con- 
sidered to  be  a  more  specific  facilities-oriented  part  of  the  State's  plan 
for  improved  health. 

These  features  have  meant  that,  until  the  planning  structure  is  in 
place,  most  of  title  XVI  cannot  be  implemented.  The  major  exception 
is  a  project  grant  program  authorized  by  section  1625  which  provides 
some  funds  for  construction  or  modernization  of  public  medical  facili- 
ties to  eliminate  or  prevent  imminent  safety  hazards  or  to  avoid  non- 
compliance with  State  or  voluntary  licensure  or  accreditation  stand- 
ards. Such  projects  grants  are  to  be  made  only  to  a  State  or  political 


45-463  O  -  79  -  4 


46 


subdivision  (including  any  city,  town,  county,  borough,  hospital  dis- 
trict authority,  or  public  or  quasi-public  corporation)  for  a  project  for 
a  medical  facility  owned  or  operated  by  it.  . 

Final  regulations  pertaining  to  this  section  of  the  law  were  published 
December  9,  1977.  As  of  a  January  25,  1977,  deadline  for  apphcations 
for  assistance  under  this  program,  136  applications  had  been  received 
requesting  approximately  $187.2  million  in  grant  funds.  Individual 
application  grant  reauests  ranged  from  a  low  of  $8,000  to  a  high  of 
$7  million.  As  of  January  8,  1979,  a  total  of  $11.4  million  in  grant 
funds  had  been  obligated  to  four  projects.  In  FY  1978  congressional 
approval  was  obtained  to  reprogram  approximately  $40  million  in 
formula  grants  under  section  1602  authority  for  use  under  the  section 
1625  program.  Subsequent  to  this  action,  $1.2  million  has  been  obli- 
gated to  one  grant  project  under  section  1625  and  $38.7  million  remains 
available  through  FY  1979. 

Title  XYl  also  authorizes  an  appropriation  for  HSAs  to  administer 
grants  for  planning  and  development  activities  identified  in  the  health 
systems  plan.  These  area  health  services  development  funds  can  be 
used  to  stimulate  the  development  of  needed  services  but  cannot  be 
used  for  actual  delivery  of  services.  Implementation  of  this  part  of 
the  program  is  also  contingent  upon  a  fully  operative  health  planning 
network.  As  a  result,  no  funds  have  yet  been  appropriated  for  this 
activity. 

FUNDING  LEVELS 

The  following  tables  provide  an  appropriations  history  of  health 
planning  and  predecessor  programs  and  authorizations  and  appro- 
priations under  Public  Law  93-641 : 

APPROPRIATIONS  HISTORY  OF  HEALTH  PLANNING  AND  RESOURCES  DEVELOPMENT  AND  PREDECESSOR  PROGRAMS 

[In  thousands  of  dollars;  fiscal  years) 


1970      1971      1972      1973      1974      1975      1976      1977      1978      1979      1980  1 


CHP   20,650   22,803   25,935   34,800   38,327   29,400  28,000   

Hill-Burton  185,123  196,521  308,204  203,578  210,445   251^750   

RMP  100,000  116,990  102,854  134,625   81,983   50,000  10,000   

Health  planning              NA        NA        NA        NA        NA  10,000   90,000  3  130,000  145,000  143,000  145,400 

Health  facilities   NA        NA        NA        NA        NA   (})    «    30,000 


Total  306,  773  336,  314  436,  993  373,  003  330,  834   89,  400  180,  350  130,  000  145,  003  143,  000    175,  400 


1  Administration  proposal. 

This  amount  was  used  for  sec.  1625  project  grant";,  except  for  1  percent  of  $517,600  set  aside  for  program  evaluation. 
3  $2,000,000  transferred  to  HCFA  for  rate  regulation  program. 
■  i  22  percent  (or  $11,400,000)  of  the  amount  shown  under  the  Hill-Burton  program  was  used  for  sec.  1625  project  grants 
in  fiscal  year  1976  and  the  balance  (approximately  $39,900,000)  was  reprogramed  in  fiscal  year  1978  to  provide  additional 
funds  for  projects  approved  under  sec.  1625  of  title  XVI.  In  addition,  the  used  evaluation  funds  (as  noted  under  footnote 
"2")  were  also  made  available  for  this  purpose. 

Source:  Bureau  of  Health  Planning,  Office  of  Policy  Development,  Feb.  8,  1979. 
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AUTHORIZATIONS/APPROPRIATIONS  UNDER  PUBLIC  LAW  93-641 
[In  thousands  of  dollars] 


Authorizations  Appropriation 


1975       1976      1977       1978      1979      1975       1976       1977       1978       1979      1980  i 


Health  systems 

agencies   69,000   90,000  125,000  125,000  125,000    64,090   97,000  107,000  107,000  115,400 

State  agencies  Z5, 000   30,000   35,000   35,000   35,000    19,000   24,500   29,500   29,500  30,00 

Rate  regulation   4,000     5,000     6,000     6,000     6,000    2,000     2,000  (2)   

Centers  for  health 

planning   5,000     8,000    10,000    10,000    10,000    10,000     7,500     6,500     6,500  6,500   

Area  healtn  services 

development          25,000   75,000  120,000  120,000  120,000   

Health  facilities 
construction : 
Sec.  16U2  formula 

grants   125,000  130,000  135,000  135,000  135,000   ^bl.l&Q  

Sec.  1625  project 

grants   67,  500   67,  500   

Closure  and  con- 
version  30,000 


Total   244,000  338,000  431,000  498,500  498,500    10,000  142,350  130,000  145,000  143,000  175,400 


1  Administration  proposal. 

-  Program  budget  transferred  to  HCFA. 

3  22  percent  may  be  used  for  sec.  1525  project  grants. 

Source:  Bureau  of  Health  Planning,  Office  of  Policy  Development,  Feb.  8,  1979. 


VII.  Co3iMiTTEE  Proposal 


REVISIOX  AXD  REPORTIXG   OX  THE  XATIOXAL  GUIDELIXES  FOR  HEALTH 

PLAXXIXG 


The  proposed  legislation  requires  the  Secretary,  at  least  45  days 
before  the  initial  publication  of  additional  Xational  Guidelines  for 
Health  Planning  or  the  revision  of  existing  or  future  Guidelines,  to 
consult  with  and  solicit  recommendations  and  comments  from  the 
HSAs,  the  State  health  planning  and  development  agencies  and  State- 
wide Health  Coordinating  Councils,  the  Xational  Council  on  Health 
Planning  and  Development,  and  associations  and  specialty  societies 
representing  medical  and  other  health  care  providers.  In  carrying  out 
this  provision,  it  is  the  Committee's  expectation  that  HEW  will  pro- 
vide material,  including  options  under  consideration,  relative  to  the 
establishment  or  revision  of  the  Guidelines  to  these  organizations  at 
least  45  days  before  the  Guidelines  are  formally  published  as  a  Xotice 
of  Proposed  Rulemaking. 

The  bill  requires  the  Secretary  of  HEW  to  review  annually  the 
goals  and  standards  established  *^as  part  of  the  Xational  Guidelines 
for  Health  Phanning.  In  conducting  this  review  the  Secretary  will 
review  the  health  systems  plans,  the  annual  implementation  plans  and 
the  State  health  plans  which  have  been  developed  under  title  XY  of 
the  Public  Health  Service  Act  (PHS  Act).  The  committee  included 


48 


this  provision  in  the  bill  in  order  to  establish  closer  linkages  between 
the  planning  which  takes  place  at  the  local  and  State  level  and  that 
which  takes  place  at  the  Federal  level.  A  critical  examination  of  these 
plans  will  assist  the  Secretary  in  establishing  new  Guidelines  as  well 
as  in  revising  existing  Guidelines. 

The  bill  also  requires  the  Secretary  to  collect  data  to  determine 
wliether  health  care  systems  are  moving  in  the  direction  of  the  stand- 
ards and  goals  set  forth  in  the  National  Guidelines  and  to  determine 
the  personnel,  facilities,  and  other  resources  needed  to  meet  the  Guide- 
lines. HSA's,  State  liealth  planning  and  development  agencies  and 
other  entities  are  i-equired  to  assemble  and  report  those  data  which  are 
necessary  for  the  Secretary  to  carry  out  this  function.  The  Secretary 
may  not  require  the  health  planning  ac^encies  to  report  data  which 
are  regularly  collected  by  any  entity  of  HEW. 

It  is  the  committee's  intent  that  the  Secretary  be  able  to  compare 
existing  health  care  delivery  systems  with  the  guidelines  as  well  as 
be  able  to  estimate  the  personnel,  facilities,  and  other  resources 
needed  by  such  systems  for  them  to  meet  the  goals  and  standards  of 
the  guidelines.  If  a  bed-to-population  ratio  of  4  beds  per  1,000  popu- 
lation is  established  as  a  goal  for  the  Nation,  the  Secretary  should 
know  which  health  service  areas  are  meeting  that  goal  as  well  as  the 
magnitude  of  changes  in  resources  which  is  required  tO'  attain  that 
goal;  e.g.,  the  number  of  additional  or  fewer  hospital  beds.  It  is 
expected  that  this  information  will  be  useful  for  national  health  plan- 
ning and  policy  setting  purposes  as  well  as  in  the  allocation  of  financial 
resources  to  those  areas  which  are  in  greatest  need. 

The  data  necessary  to  accomplish  this  would  be  collected  by  the 
Secretary  from  HSAs,  SHPDAs,  the  Cooperative  Health  Statistics 
System,  as  well  as  other  entities.  The  committee  is  concerned  that  the 
requirements  to  assemble  and  report  this  data  not  be  overly  burden- 
some on  the  local  and  State  health  planning  agencies  and  where  prac- 
ticable sampling  should  be  used.  The  Secretary  should  clearly  estab- 
lish the  requirements  to  be  placed  on  planning  agencies  for  this  pur- 
pose. For  example,  the  type  and  definitions  of  data  and  the  manner 
in  which  they  are  to  be  reported  should  be  established  by  the  Secretary 
by  regulations.  In  addition,  some  components  of  the  Cooperative 
Health  Statistics  System  or  other  existing  data  collection  mechanisms 
should  be  expanded  to  collect  some  of  this  data.  The  committee  expects 
the  Department  to  move  expeditiously  in  implementing  the  provision. 

The  Secretary  is  required  to  make  periodic  reports  to  the  public 
about  the  relationship  between  the  goals  and  standards  with  respect 
to  and  the  status  of  the  supply,  distribution,  and  organization  of 
health  resources  as  well  as  a  summary  of  the  changes  in  resources 
required  to  meet  the  standards  and  goals. 

In  reviewing  this  provision  of  the  law,  the  committee  reaffirms  its 
belief  that  the  National  Guidelines  for  Health  Planning  are  an  im- 
portant part  of  the  health  planning  program.  The  Guidelines  are 
intended  to  serve  as  benchmarks  which  the  HSA's  and  State  agencies 
are  to  use  in  carrying  out  their  planning  activities.  They  are  not  to  be 
inflexibly  applied.  The  bill  contains  amendments  in  section  115 
which  make  it  clear  that  an  HSA  can  establiMi  goals  and  standards 
which  differ  from  the  national  guidelines  if  conditions  in  its  area 
require  such  adjustments. 
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Because  the  guidelines  are  national  in  scope,  the  committee  is  con- 
cerned that  they  set  appropriate  goals  and  standards  for  areas  which 
are  medically  undeserved  as  well  as  for  areas  which  have  an  excess 
of  services  and  facilities.  The  committee  expects  HEW  to  insure 
that  the  gTiidelines  recognize  the  unique  circumstances  and  needs 
of  medically  undeserved  populations,  especially  those  in  isolated 
rural  communities. 

The  committee  also  is  concerned  with  the  limited  resources  which 
the  Department  seems  to  have  devoted  to  the  development  and 
revision  of  the  Xational  Guidelines  for  Health  Planning.  During 
hearings  before  the  subcommittee  on  Health  and  the  Environment, 
for  example,  the  Department  testified  that  only  two  professional 
staff  members  were  assigned  to  this  important  task  on  a  full  time 
basis.  Yet  substantial  resources  are  necessary  in  order  to  carry  out 
the  required  functions  of  consulting  with  the  various  interest  groups, 
analyzing  the  health  plans  developed  at  the  State  and  areawide  level, 
and  reviewing  the  adequacy  of  existing  guidelines  on  an  annual  basis. 
In  the  committee's  view,  a  specific  unit  within  HEW,  adequately 
staffed  and  situated  organizationally  such  that  it  can  draw  upon  all 
the  appropriate  resources  of  the  Department,  should  be  designated 
and  charged  with  the  task  of  developing  additional  and  revising 
existing  national  guidelines. 

The  committee  is  also  generally  concerned  with  the  administration 
of  this  progTam  by  the  Department.  Of  the  14  sets  of  regulations  which 
the  Department  has  determined  are  needed  for  effective  implementa- 
tion of  Public  Law  93-641,  only  5  have  been  issued  in  final  form.  Per- 
sonnel and  other  problems  in  the  Bureau  of  Health  Planning  and  the 
Department's  personnel  and  other  administrative  systems  have  caused 
one  Bureau  Director  to  resign.  Few  of  the  employees  working  on  the 
planning  program  have  worked  in  health  planning  agencies.  'While 
the  current  administration  has  accelerated  efforts  to  implement  the 
law,  a  number  of  problems  still  remain.  The  Committee  encourages  the 
Department  to  move  rapidly  to  publish  the  regulation  necessary  to 
im])lement  the  program.  Plans  should  also  be  made  to  provide  existing 
Bur-eau  employees  with  the  opportunity  to  be  assigned  for  short 
Deriods  to  health  planning  agencies  and  to  recruit  health  planners  with 
field  experience  to  work  in  the  Bureau. 

XATIOXAL  HEALTH  PRIORITIES  ;  XATIOXAL  COUNCIL  OX  HEALTH  PLAXXIXG 

AXD  DEVELOPMEXT 

The  bill  establishes  several  new  national  health  priorities.  The  first, 
"the  identification  and  discontinuance  of  duplicative  or  unneeded 
services  and  facilities",  underlines  the  committee's  concern  with  excess 
health  facility  capacity.  The  development  of  facilities  and  services 
when  they  are  not  needed  or  which  result  in  underutilization  of  exist- 
ing services  or  facilities  adds  to  health  care  costs.  Studies  indicate 
that  the  nation  may  have  as  many  as  100,000  excess  hospital  beds. 
Health  Planning  agencies  must  address  this  issue. 

The  second  priority  underscores  the  committee's  intent  that  the 
health  planning  system  establish  and  seek  to  implement  cost  contain- 
ment goals  and  objectives.  This  priority  calls  for  "the  adoption  of 
policies  that  will  contain  rapidly  rising  costs  of  health  care  delivery, 
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insure  more  appropriate  use  of  health  care  services,  and  promote 
greater  efficiency  in  the  health  care  delivery  system."  The  committee 
recognizes  that  cost  containment  objectives  must  be  balanced  against 
access  and  quality  objectives.  However,  the  committee  is  concerned 
that  some  HSAs  have  not  established  cost  containment  as  a  priority 
and  thus  have  not  given  it  adequate  consideration. 

In  addition  the  proposal  would  add  two  mental  health  goal  state- 
ments to  the  national  health  planning  goals.  These  statements  re- 
iterate the  legislative  intent  of  the  Congress  in  the  enactment  of  the 
community  mental  health  centers  program.  The  goal  statements  call 
for:  (1)  the  elimination  of  mappropriate  placement  in  institutions  of 
persons  with  mental  health  problems  and  the  improvement  of  quality 
of  care  in  institutions  when  such  care  is  appropriate,  and  (2)  the 
assurance  of  access  to  community  mental  health  centers  and  other 
mental  health  care  providers,  thus  emphasizing  the  provision  of  out- 
patient services  as  a  preferable  alternative  to  inpatient  mental  health 
services. 

The  reported  bill,  in  addition,  expands  priority  number  (9)  to  in- 
clude "the  development  and  use  of  cost-saving  technology".  The  com- 
mittee notes  that  cost  containment  is  one  of  the  most  important  priori- 
ties in  health  planning.  This  priority  has  caused  increasing  concern 
about  new  technology  and  particularly  the  increases  in  costs  which 
result  from  its  use.  Yet  some  technology  can  be  used  to  lower  total 
health  care  costs  if  properly  used  in  the  diagnosis  and  treatment  proc- 
ess or  in  the  management  of  health  care  institutions.  The  committee 
thus  feels  that  greater  emphasis  needs  to  be  placed  on  the  development 
and  appropriate  use  of  such  technology  in  order  to  increase  the  effi- 
ciency and  productivity  of  our  health  care  delivery  system. 

It  is  the  committee's  intent  that  health  planning  agencies  give  sup- 
port to  this  goal  by  giving  priority  to  the  approval  of  projects  which 
will  reduce  total  costs.  In  carrying  out  its  review  of  cost-saving 
projects,  it  may  be  necessary  for  planning:  agencies  to  get  reasonable 
assurances  that  necessary  management,  utilization,  or  medical  practice 
changes  will  be  accomplished  to  assure  that  new  technology  will 
actually  reduce  costs,  and  that  the  savings  produced  will  be  reflected 
in  reduced  total  costs  to  patients. 

The  reported  bill  would  also  require  that  not  less  than  one  member 
of  the  National  Council  on  Health  Planning  and  Development  be  an 
administrator  of  a  private  hospital.  Because  a  major  focus  of  the  health 
planning  program  is  on  the  planning  and  review  of  hospital  services, 
the  committee  feels  that  it  is  important  to  have  at  least  one  person  on 
the  National  Council  with  hospital  management  experience  and 
expertise. 

The  committee  is  pleased  with  the  recent  activities  of  the  ISTational 
Council  on  Health  Planning  and  Development  and  is  encouraged  hj 
the  Council's  recent  discussions  concerning  the  delivery  of  health  care 
throughout  the  United  States.  Important  issues  being  addressed  by 
the  Council  include  productivity  in  the  health  care  industry ;  the  effect 
on  capital  formation  of  limitations  on  the  o-rowth  of  new  hospital  beds 
(which  has  implications  for  tax  and  reimbursement  policy  as  well  as 
Federal  grant  and  private  philanthropic  efforts)  ;  closure  and  conver- 
sion of  excess  hospital  capacitv  (which  involves  issues  of  henlth  man- 
power as  well  as  the  provision  of  health  care  services)  ;  and  the  anti- 
trust implications  of  the  health  planning  law. 
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The  committee  believes  that  the  National  Council  on  Health  Plan- 
ning and  Development  can  and  should  provide  a  public  forum  which 
is  independent  of  other  governmental  units  but  which  coordinates  with 
them.  Such  a  forum  can  be  of  great  value  in  airing  and  integrating 
complex  health  care  issues  in  discussing  problems  of  health  care  in  the 
United  States  and  in  proposing  solutions. 

THE  ROLE  or  COMPETITION  IN  THE  ALLOCATION  OF  HEALTH  SERVICES  AND 
THE  APPLICATION  OF  THE  ANTITRUST  LAWS  TO  HEALTH  PLANNING 
AGENCIES 

The  Congress  enacted  the  National  Health  Planning  and  Resources 
Development  Act  (Public  Law  93-641)  to  deal  with  a  range  of  health 
care  problems  two  of  which  continue  to  plague  our  health  care  sys- 
tem— access  and  cost.  In  that  Act  Congress  stated  that  (1)  "the 
achievement  of  equal  access  to  quality  health  care  at  a  reasonable  cost 
is  a  priority  of  the  Federal  government,"  and  (2)  "increases  in  the  cost 
of  health  care,  particularly  for  hospital  stays,  have  been  uncontrollable 
and  inflationary  and  there  are  presently  inadequate  incentives  for  use 
of  appropriate  alternative  levels  of  health  care,  and  for  the  substitu- 
tion of  ambulatory  and  intermediate  care  for  inpatient  hospital  care." 

In  addressing  these  two  problems  Congress  established  planning 
agencies.  These  agencies  are  ( 1 )  to  develop  and  implement  health  sys- 
tems plans,  which  describe  goals  for  a  healthful  environment  and 
health  system  (including  all  necessary  health  services)  which  are  re- 
sponsive to  the  unique  needs  of  the  areas,  and  State  health  plans;  (2) 
to  determine  the  appropriate  supply  of  institutional  health  services  by 
recommending  and  approving  only  those  new  services  and  facilities 
that  are  needed  (certificate  of  need)  ;  (3)  to  review  existing  institu- 
tional health  services  and  determine  their  appropriateness  (appropri- 
ateness review)  ;  and  (4)  to  review  the  proposed  uses  in  the  area  of 
Federal  funds  to  develop  new  health  services. 

In  establishing  this  health  planning  system  the  Congress  did  not 
address  the  role  of  competition  in  the  planning  or  allocation  of  health 
services  or  the  application  of  the  antitrust  laws  to  these  planning 
agency  activities.  This  lack  of  Congressional  direction,  particularly 
respecting  the  application  of  the  antitrust  laws,  has  created  some  con- 
fusion and  concern  about  the  legality  of  planning  agencies  undertak- 
ing the  functions  required  of  them  in  Public  Law  93-641. 

The  committee's  bill  would  make  several  clarifying  amendments  and 
the  committee  seeks,  through  this  report,  to  explain  the  appropriate 
relationship  between  title  XV  of  the  Public  Health  Service  Act  and 
the  antitrust  laws  and  the  appropriate  interaction  between  health 
planning  and  competition. 

Role  of  competition 

In  section  103  of  the  bill  the  committee  sets  forth  findings  that  the 
market  forces  of  supply  and  demand  for  many  health  services  have 
been  distorted  and  that,  as  a  result,  the  interplay  of  purchaser  and 
provider  decisions  regarding  those  services  has  not  resulted  in  an  ap- 
propriate allocation  of  supply  of  those  health  services.  The  section 
identifies  (1)  extensive  coverage  of  health  services  by  health  insurance 
plans  and  (2)  the  methods  of  paying  for  health  services  by  those  health 
insurance  plans,  as  specific  sources  of  market  distortion  for  inpatient 
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health  services  and  other  institutional  health  services.  The  result  has 
been  duplication  and  excess  supply  of  those  services  (and  facilities) 
as  well  as  excessive  use  of  those  services.  Primarily  because  of  these 
third  party  reimbursement  arrangements,  individuals  often  make  de- 
cisions respecting  their  use  of  institutional  health  service  with  almost 
no  regard  to  the  price  of  the  services,  and  providers  make  decisions 
respecting  the  supply  of  institutional  health  services  substantially  un- 
affected by  the  usual  financial  incentives  and  risks  which  exist  in  other 
personal  service  industries.  The  committee  notes  that  there  are  other 
factors  which  contribute  to  this  distortion  of  market  forces  for  insti- 
tutional health  services.  The  urgent  nature  of  the  need  for  some  insti- 
tutional health  services,  the  rapid  development  of  new  technologies  for 
the  delivery  of  institutional  health  care  services,  and  the  predominant 
role  of  physicians  in  making  purchasing  decisions  on  behalf  of  the 
patient,  thereby  reducing  the  patient's  opportunity  to  consider  less 
costly  alternatives,  are  all  important  factors. 

This  section  of  the  committee's  bill  would  make  clear  that  for 
inpatient  health  services  and  other  institutional  health  services  for 
which  market  forces  of  supply  and  demand  do  not  or  will  not  appro- 
priately allocate  supply  because  of  the  efiect  of  health  insurance  cov- 
erage and  the  methods  of  paying  for  institutional  health  care  services 
under  that  insurance  (and  the  other  factors  mentioned  above),  health 
systems  agencies  and  State  health  planning  and  development  agencies 
should  take  the  actions  authorized  by  title  XV  to  allocate  the  supply 
of  those  services.  The  section  also  makes  clear  that  for  health  services 
for  which  the  market  forces  of  supply  and  demand  have  not  been 
distorted  and  will  appropriately  allocate  the  supply  of  those  services, 
health  systems  agencies  and  State  health  planning  and  development 
agencies  should  in  the  performance  of  their  functions  under  title  XV 
give  priority  to  actions  which  would  strengthen  the  effect  of  market 
forces  on  the  supply  of  those  health  services. 

The  committee  believes  that  consideration  in  health  planning  of  the 
role  of  competition  can  be  integrated  into  current  activities  by  the 
health  planning  agencies.  The  distortion  of  market  forces  has  occurred 
primarily  in  the  market  for  inpatient  health  services  and  for  most 
other  institutional  health  services.  All  institutional  health  services 
are  currently  required  by  title  XV  to  be  included  in  State  certificate 
of  need  laws ;  and  the  committee's  bill  does  not  alter  those  coverage 
requirements.  Where  State  certificate  of  need  laws  extend  coverage 
beyond  that  required  by  title  XV  to  non-institutional  health  services, 
the  committee  expects  that  the  health  planning  agencies  in  those  States 
would  evaluate  the  factors  which  distort  the  market  forces  of  supply 
and  demand  for  those  covered  services.  If  an  agency  found  that  indi- 
viduals, in  making  decisions  respecting  their  use  of  those  health  serv- 
ices, are  sensitive  to  the  price  of  the  service,  and  that  any  provider 
which  developed  services  or  facilities  of  that  type  would  be  at  finan- 
cial risk  for  low  levels  of  utilization  and  the  costs  associated  with 
excess  unused  capacity,  then  the  planning  agency  should  make  cer- 
tificate of  need  decisions  which  would  strengthen  the  effects  of  market 
forces  on  the  supply  of  those  services.  The  committee  would  expect, 
however,  that  those  health  planning  agencies  would  make  a  positive 
finding  that  market  forces  will  appropriately  allocate  supply. 
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This  new  section  would  establish  a  fifth  purpose  of  health  systems 
agencies  and  an  additional  criteria  for  use  by  health  system  agencies 
and  State  health  planning  and  development  agencies  in  conducting 
their  reviews.  This  new  purpose  describes  the  new  responsibility  which 
the  committee's  bill  places  on  planning  agencies  to  consider  the  role 
of  competition  in  carrying  out  its  functions.  For  those  institutional 
health  services  for  which  an  effective  market  does  not  function,  plan- 
ning agencies  would  use  the  certificate  of  need  process  to  restrain 
increases  in  the  cost  of  health  services  (section  1513(a)  (3) )  and  pre- 
vent unnecessary  duplication  of  health  resources  (section  1513(a) 
(4) ) .  For  other  health  services  among  which  there  is  competition  based 
on  price  and  for  which  an  effective  market  operates,  planning  agencies 
would  strengthen  the  effect  of  those  market  forces  of  supply  and  de- 
mand by  awarding  sufficient  certificates  of  need  so  that  those  market 
forces  could  operate  to  allocate  the  appropriate  supply  in  response  to 
consumer  preferences. 

The  committee's  decision  to  not  include  home  health  services  or 
clinical  laboratory  services  in  the  title  XV  requirements  for  coverage 
by  State  certificate  of  need  programs,  and  its  decision  to  prohibit 
coverage  by  State  certificate  of  need  programs  of  health  maintenance 
organizations  (HMOs),  was  based  partially,  in  the  cases  of  home 
health  and  clinical  labs,  and  entirely,  in  the  case  of  HMOs,  on  the 
committee's  belief  that  the  supply  of  those  services  would  not  be 
excessive  if  they  were  not  regulated  and  that  market  forces  of  supply 
and  demand  may  appropriately  allocate  them. 

It  is  the  committee's  view  that  the  scope  of  the  planning  agency 
functions  of  planning  and  appropriateness  review  would  not  be  sub- 
stantially altered  by  these  new  requirements.  The  health  systems  plan 
and  the  State  health  plan  would  include  all  health  services,  but  the 
goals  of  the  plan  and  the  statement  in  those  plans  of  changes  in  re- 
sources which  are  needed  in  the  area  (per  section  115)  might  differ 
depending  upon  the  agency's  assessment  of  the  extent  to  which,  for  a 
particular  service,  competition  will  limit  the  development  of  unneeded 
capacity  and  protect  the  public  from  its  costs.  For  instance,  plans 
could  avoid  establishing  numerical  goals  or  resource  requirements  by 
identifying  where  certain  types  of  services  are  needed,  or  appear  ex- 
cessive, or  by  establishing  a  range  for  the  number  of  new  services 
needed. 

The  agency's  review  for  appropriateness  would  include  all  insti- 
tutional health  and  home  health  services,  as  required  by  this  bill,  and 
other  services  the  agency  chooses  to  include.  The  recommendations 
and  findings  could  differ,  as  with  health  plans,  depending  upon  the 
agency's  assessment  of  the  extent  to  which  competition  will  allocate  the 
supply  of  the  service  under  review. 

As  the  committee  has  pointed  out,  the  market  forces  affecting  insti- 
tutional health  services  are  sufficiently  diminished  that  planning 
agencies  should  play  a  role  in  allocating  the  supply  of  those  services. 
If  however,  an  innovative  financing,  reimbursement  or  service  delivery 
arrangement  affecting  institutional  health  services,  were  designed  so 
that  the  method  of  payment  by  patients  (1)  created  incentives  for  pa- 
tients to  respond  to  prices  charged  and  (2)  placed  the  providers  at 
financial  risk  for  unnecessary  or  excessive  services;  the  committee 
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would  expect  that  planning  agencies  would,  in  awarding  certificates 
of  need,  consider  whether  the  effect  of  that  new  arrangement  will  be 
to  properly  allocate  the  supply  of  those  services.  The  committee  ex- 
pects that  these  types  of  new  arrangements  would  likely  involve  a 
population  enrolled  with  a  provider  on  a  prepaid  basis  for  the  delivery 
of  a  comprehensive  range  of  services,  including  institutional  health 
services. 

The  committee  notes  that  its  bill  is  consistent  with  the  thrust  of  the 
January  1979  report  of  the  President's  National  Commission  for  the 
Keview  of  Antitrust  Laws  and  Procedures.  That  report  calls  for  in- 
creased competition  to  allocate  supply  wherever  it  will  do  so  effec- 
tively. The  committee  generally  agrees  with  the  goals  of  the  Presi- 
dent's Commission  and  believes  it  has  complied  with  them;  but  the 
committee  is  also  convinced  that  there  are  distortions  in  the  market 
forces  of  supply  and  demand  for  institutional  health  services  which 
do  not  occur  in  other  personal  service  industries.  For  this  reason  the 
committee  believes  that  the  health  planning  process,  and  particularly 
the  certificate  of  need  process  is  a  necessary  and  effective  regulatory 
mechanism  to  control  the  supply  of  institutional  health  services. 

Antitrust  laios 

The  basic  objective  of  the  antitrust  laws,  broadly  stated,  is  to  elimi- 
nate practices  that  interfere  with  free  competition.  The  laws  are  de- 
signed to  promote  a  vigorous  and  competitive  economy  in  which  each 
business  has  a  full  opportunity  to  compete  on  the  basis  of  price, 
quality,  and  service.  As  noted  previously,  questions  have  been  raised 
as  to  the  relationship  between  title  XV  and  the  antitrust  laws. 

The  committee  believes  that  the  antitrust  laws  should  be  aggressively 
enforced  to  ensure  a  vigorous  and  competitive  economy  where  tliere  is 
reason  to  believe  that  business  will  in  fact  compete  on  the  basis  of 
price,  quality,  and  service.  However,  as  indicated  by  the  reported  bill 
and  this  report,  the  committee  believes  there  is  currently  little,  if  any, 
competition  based  on  price  among  institutional  health  services.  For 
those  services  unfettered  competition  could  further  aggravate  existing 
health  system  problems — duplicative  and  unnecessary  services  and 
facilities  and  rapidly  rising  costs. 

While  the  application  of  the  antitrust  laws  to  promote  competition 
is  and  should  be  the  general  rule,  the  committee  believes  that  a  prac- 
tical and  realistic  analysis  of  the  health  care  industry  argues  for 
exceptions  to  the  rule.  In  1974  in  enactincr  Public  Law '93-641,  Con- 
gress found  that  "(i)n  recognition  of  the  magnitude  of  the  ]:)roblems 
(of  access  and  cost)  .  .  .  and  the  urgency  placed  on  their  solution"  a 
system  of  health  planning  with  certain  Avell  defined  regulatory  author- 
ity had  to  be  established.  As  described  in  the  second  paragraph  of 
this  section  of  this  report.  Congress  required  health  planning  agencies 
to  carry  out  specific  functions  and  established  a  financial  penalty  for 
States  which  failed  to  comply  with  the  requirements.  Those  statutory 
requirements  and  penalty  indicate  that  Congress  did  not  expect  the 
antitrust  laAvs  to  be  applied  to  agency  actions,  which  might  otherwise 
be  in  violation  of  the  antitrust  laws,  if  those  agency  actions  were 
necessary  to  carry  out  the  prescribed  functions.  On  the  other  hand, 
however,  agency  acts  which  are  not  necessary  to  carry  out  such  func- 
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tions  or  which  are  outside  the  sco^De  of  title  XV  are  not  authorized 
I  and  therefore  not  immune  from  the  application  of  the  antitrust  laws. 
,j  In  carry inoj  out  these  functions,  agencies  will  receive  the  views  of 
ij  providers  and  consumers  at  public  hearings,  develop  health  plans, 
i  make  appropriateness  review  findings,  and  make  recommendations  and 
issue  certificates  of  need  for  new  institutional  health  services,  capital 
expenditures,  and  major  medical  equipment.  It  is  the  committee's  view 
that  when  health  systems  agencies.  Statewide  Health  Coordinating 
j  Councils,  and  State  health  planning  and  development  agencies  carry 
I  out  these  functions  by  atcing  within  the  scope  of  the  authority  of 
title  XV,  there  should  be  no  doubt  that  Congress  intended  for  no 
other  Federal  or  State  law,  including  antitrust  laws,  to  prohibit  those 
agencies  from  so  acting. 
I  Section  103  of  the  reported  bill  helps  clarify  this  position  of  the 
!  committee  on  this  matter.  Under  section  103,  Congress  calls  upon 
HSAs  and  SHPDAs,  when  dealing  with  inpatient  health  services  and 
other  institutional  health  services,  to  substitute  their  judgement  re- 
garding the  proper  supply  of  those  services  for  market  forces  of 
supply  and  demand  which  would  otherwise  allocate  that  supply.  When 
recommending  and  issuing  certificates  of  need  for  institutional  health 
services,  HSAs  and  SHPDAs  would  be  strictly  limiting  supply  to 
those  services  which  the  agencies  determines  are  needed.  In  developing 
health  systems  plans  and  State  health  plans  to  cover  institutional 
health  services  (including  those  which  specifically  identify  excess  or 
needed  resources  at  specific  institutions)  and  in  recommending  and 
making  appropriateness  review  findings  regarding  institutional  health 
services  (including  findings  which  identify  specific  institutions), 
HSAs  and  SHPDAs  (and  SHCCs)  would  be  indirectly  affecting  the 
market  forces  of  supply  and  demand  for  those  services  by  advising 
consumers  and  providers  as  to  their  determination  of  the  proper 
supply.  In  developing  plans  covering  health  services,  other  than  insti- 
tutional health  services,  for  which  there  are  reasons  to  believe  there 
is  competition  based  on  price,  HSAs,  SHCCs  and  SHPDAs  would 
establish  goals  which  would  strengthen  the  effect  of  the  competitive 
forces.  In  those  States  where  other  than  institutional  health  services 
are  covered  by  certificate  of  need,  HSAs  and  SHPDAs  would  award 
certificates  of  need  in  accordance  with  section  103  by  considering  the 
role  which  market  forces  of  supply  and  demand  play  in  allocating 
supply  for  the  services  under  review.  Even  though  such  States  have 
gone  beyond  the  requirements  of  title  XV  by  covering  more  than  insti- 
tutional health  services  (and  HMOs  before  these  amendments  deleted 
them),  it  is  the  committee's  understanding  that  the  antitrust  laws 
are  not  applicable  because  those  planning  agencies  are  acting  under 
the  requirements  of  State  law. 

The  committee  notes  that  the  only  Federal  court  decision  to  date 
on  the  relationship  of  the  antitrust  laws  to  health  planning  agencies 
is  a  March  1979  decision  by  the  United  States  District  Court  for  the 
Eastern  District  of  Michigan  in  the  case  of  Huron  Valley  Hospital, 
Inc.  V.  City  of  Pontiac,  et  al.  That  case  involved  the  disapproval  of 
the  certificate  of  need  application  of  the  plantiff  (Huron  Valley  Hos- 
pital) and  a  subsequent  award  of  a  certificate  of  need  to  defendant, 
Pontiac  General  Hospital.  The  court  found  that  the  activities  of  the 
defendant  HSA  and  State  planning  agency  of  recommending  and 
awarding  a  certificate  of  need  were  within  the  scope  of  the  authority 
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of  Michigan  law  and  title  XV  and  therefore  were  not  violative  of 
Federal  antitrust  laws. 

To  further  resolve  this  issue  the  committee  would  amend  section 
1512(b)  (4)  (see  section  110  of  the  bill)  to  provide  immunity  for  the 
health  systems  agency  from  liability  for  the  payment  of  money  dam- 
ages under  any  Federal  or  State  law  when  the  member  of  the  board  or 
the  employee  of  the  HSA  who  acted  on  behalf  of  the  agency  acted 
within  the  sco]3e  of  his  duty,  exercised  due  care,  and  acted  without  mal- 
ice. The  committee  included  this  provision  to  insure  that  when  HSAs 
act  within  the  specific  authority  of  title  XV  the  agency  would  not  be 
subject  to  money  damages,  including  treble  damages  under  the  anti- 
trust laws. 

DESIGNATION  OF  HEALTH  SERVICE  AREAS 

The  reported  bill  would  allow  the  Secretary  to  redesignate  the 
boundaries  of  an  existing  health  service  area  if  he  determines  after 
a  public  hearing  that  (1)  the  area  is  no  longer  appropriate  for  effec- 
tive health  planning  and  development,  (2)  the  new  area  would  be 
appropriate  for  that  purpose,  and  (3)  the  new  area  better  meets  at 
least  one  of  the  other  requirements  of  the  law.  These  include  require- 
ments that  the  area  include  at  least  one  center  for  the  provision  of 
highly  specialized  services ;  be  of  a  certain  minimum  population ;  and 
be  appropriately  coordinated  with  PSRO  area  boundaries,  existing 
regional  planning  areas,  and  State  planning  and  administrative  areas. 
In  addition,  all  area  boundaries  must  also  take  into  account  economic 
or  geogra]3hic  barriers  to  the  receipt  of  service  in  nonmetropolitan 
areas;  and  must  include  an  entire  standard  metropolitan  statistical 
area  unless  an  exception  is  granted.  The  committee  expects  that  a 
hearing  would  be  held  in  the  area  to  be  affected  by  the  redesignation 
proposal. 

In  reviewing  this  section  of  the  current  law,  the  committee  found 
that  the  current  test  for  area  redesignation  is  diificult  to  meet.  It 
allows  the  Secretary  to  redesignate  areas  only  if  the  existing  area  no 
longer  satisfies  the  area  designation  requirements.  The  committee's 
amendment  would  allow  area  redesignation  where  the  existing  area 
no  longer  is  appropriate  for  effective  health  planning  and  a  new  area 
would  better  satisfy  the  requirements  of  the  act. 

The  committee's  intent  regarding  redesignation  though,  is  un- 
changed, a  health  service  area  boundary  should  be  altered  only  when 
absolutely  necessary  and  only  after  the  Secretary  balances  the  costs 
of  redesignation  (in  terms  of  disruption  to  the  health  planning  process, 
nonproductive  changes  in  governing  body  membership,  or  erosion  of 
local  support  for  health  planning)  against  any  potential  benefits  from 
such  redesignation.  The  committee  expects  that  redesignation  will 
occur  in  rare  circumstances  Avhere  there  is  no  doubt  that  positive  bene- 
fits will  accrue  for  health  planning  in  the  area. 

The  reported  bill  also  adds  the  Commonwealth  of  Puerto  Rico  to 
the  States  and  territories  eligible  under  section  1536  which  provides 
that  no  health  service  area  or  HSA  need  be  established  and  permits 
the  SHPDA  to  perform  the  functions  of  the  HSA. 


57 


DESIGXATIOX  OF  HEALTH  SYSTEMS  AGENCIES 

The  reported  bill  would  increase  the  role  of  Governors  in  the  HSA 
designation  process  by  providing  that  the  Secretary  give  priority  to 
any  application  which  has  been  recommended  for  approval  by  a 
Governor.  It  is  the  committee's  intent  that  while  each  Governor's 
recommendation  should  be  given  considerable  weight,  the  Secretary 
must  make  the  designation  decision  based  on  his  overall  assessment 
of  the  applicant's  capability  of  fulfilling  the  requirements  and  per- 
forming the  functions  of  a  health  systems  agency. 

The  bill  requires  that  the  SHPDA  be  given  the  opportunity  to 
comment  upon  the  performance  of  an  HSA.  Eecommendations  should 
focus  on  the  way  in  which  an  HSA  carries  out  its  functions  and  on 
its  ability  to  work  together  with  other  HSA's  and  the  State  to  pro- 
vide for  effective  health  planning.  Unless  HSA's  work  together  with 
the  State  in  developing  health  plans  and  in  carrying  out  certificate 
of  need  and  other  review  activities,  a  rational  system  of  planning  and 
development  cannot  be  implemented. 

The  reported  bill  authorizes  the  Secretary  to  enter  into  an  agree- 
ment with  a  fully  designated  HSA  for  a  period  of  up  to  36  months 
rather  than  annually.  The  committee  believes  an  HSA's  ]3erformance 
can  be  monitored  through  regular  reporting  requirements.  For  those 
fully  designated  HSA's  which  are  still  expanding  or  developing  their 
programs,  the  committee  expects  the  Secretary  to  use  a  designation 
period  of  one  to  two  years  so  that  HEAV  can  effectively  monitor  per- 
formance ;  but,  as  these  HSAs  mature  and  reach  an  appropriate  level 
of  performance,  the  committee  expects  that  their  desigTiation  agree- 
ments will  be  for  three  years.  The  extension  of  the  current  12-month 
designation  period  for  up  to  three  years  is  intended  to  provide  the 
HSA  with  a  sense  of  permanence  and  to  enable  it  to  focus  its  atten- 
tion on  its  planning  and  development  functions. 

The  committee's  bill  also  sets  forth  a  process  for  the  Secretary  to 
terminate  an  agreement  with  an  HSA  if  it  does  not  comply  with  the 
provisions  of  the  agreement.  This  process  requires  the  Secretary  to 
consult  with  the  Governor  and  the  SHCC,  give  the  HSA  adequate 
notice  of  the  intention  to  terminate  the  designation  agreement,  and 
provide  the  HSA  with  a  reasonable  opportunity  for  a  hearing.  The 
Secretary  may  not  terminate  an  agreement  with  an  HSA  without  con- 
sultation with  the  Xational  Council  on  Health  Planning  and  Develop- 
ment. These  same  procedures  apply  to  the  Secretary's  failure  to  renew 
a  designation  agreement. 

The  reported  bill  allows  the  Secretary,  in  cases  in  which  an  HSA 
is  not  meeting  the  requirements  of  section  1512(b)  relating  to  legal 
structure,  staff  and  governing  body,  to  renew  its  designation  agree- 
ment with  conditions  to  assure  its  compliance  with  those  requirements. 

PLANNIK'G  GRANTS 

The  reported  bill  allows  the  Secretary,  in  cases  in  which  an  HSA 
in  fiscal  year  1980  to  $200,000,  $215,000  in  fiscal  year  1981  and  $220,000 
in  fiscal  year  1982.  Grants  made  in  fiscal  year  1979  may  be  increased 
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on  a  pro  rata  basis  to  the  1980  minimum  if  appropriations  are  made 
for  that  purpose.  It  also  authorizes  the  Secretary  to  use  up  to  5  percent 
of  the  appropriation  for  HSA  planning  grants  to  increase  the  budgets 
of  those  HSA's  which  have  extraordinary  expenses  which  cannot  be 
met  from  their  existing  grants.  Such  expenses  might  include  travel  by 
staff  and  board  members  in  a  health  service  area  which  covers  many 
square  miles  or  is  rural,  a  bi-state  HSA's  participation  in  the  activities 
of  more  than  one  State,  the  development  and  operation  of  subarea 
councils  in  health  service  areas  which  are  rural,  coordination  among 
HSA's  in  a  divided  SMSA,  and  unusual  or  extraordinary  legal  ex- 
penses, including  those  incurred  by  an  HSA  in  defending  against  a 
lawsuit  brought  against  the  agency  or  any  of  its  governing  body 
members  or  staff  in  connection  with  the  performance  of  their  official 
duties. 

The  bill  would  change  the  existing  HSA  funding  formula  to  one 
which  recognizes  economies  of  scale.  The  bill  provides  for  an  HSA  to 
receive  $.70  per  capita  for  its  first  million  population,  $.50  per  capita 
for  its  second  million  population  and  $.30  per  capita  for  any  popula- 
tion over  2  million.  In  addition,  each  HSA  would  be  required  to  submit 
its  budget  to  the  Secretary  for  a  determination  of  its  appropriateness. 
The  Secretary  is  expected  to  evaluate  carefully  the  amount  provided 
by  the  formula  and  assure  that  it  can  be  put  to  good  use  by  the  HSA. 
If  the  Secretary  determines  that  the  total  amount  provided  by  the 
formula  is  not  needed  by  the  agency,  after  consultation  with  the 
SHPDA  the  amount  of  the  grant  may  be  reduced.  Any  funds  that 
accrue  from  such  reductions  would  be  redistributed  to  the  remaining 
agencies  by  formula.  The  committee  is  concerned  that  the  Secretary 
not  use  this  budget  reduction  mechanism  in  an  arbitrary  or  punitive 
manner.  Any  HSA  whose  budget  is  proposed  to  be  reduced  should  have 
an  opportunity  to  present  its  views  to  the  Department  prior  to  any 
action  being  taken. 

The  committee  proposal  would  authorize  the  Secretary  to  match 
non-Federal  contributions  to  HSA's  regardless  of  the  size  of  their 
planning  grants.  Existing  law  does  not  provide  for  matching  of  non- 
Federal  funds  acquired  by  agencies  at  the  minimum  funding  level.  In 
the  committee's  view,  all  agencies  should  have  non-Federal  funds 
matched  on  an  equal  basis. 

The  committee  is  concerned  that  health  systems  agenices  face  con- 
siderable uncertainty  about  the  amount  of  money  which  will  be  avail- 
able to  them  for  grants  made  during  fiscal  year  1979.  The  Department 
of  Health,  Education  and  Welfare  has  told  a  number  of  agencies  that 
instead  of  being  able  to  plan  on  $.49  per  capita,  which  was  the  average 
per  capita  amount  received  by  HSA's  during  fiscal  year  1978,  they 
should  plan  on  receiving  only  $.44  per  capita.  Part  of  this  reduction 
is  caused  by  HEAY's  uncertainty  about  the  local  dollars  which  HSA's 
are  likely  to  collect  during  the  current  fiscal  year  which  HEW  will 
match  on  a  one-to-one  basis.  The  committee's  proposal  includes  an 
amendment  which  is  designed  to  eliminate  this  problem  by  requiring 
that  the  amount  of  non-Federal  fimds  collected  the  previous  fiscal  year 
will  be  used  as  a  basis  for  determining  federal  match  pr»d  the  current 
fiscal  year.  The  committee  believes  it  is  important  for  HSA's  to  know 
at  the  beginning  of  their  grant  year  the  amount  of  money  which  will 
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be  made  available  to  them  so  that  they  can  prepare  a  budget  and 
more  effectively  carry  out  the  management  of  their  health  planning 
program. 

CARRYOVER  OF  GRANT  FUNDS 

The  proposed  legislation  provides  that  if  a  HSA  or  SHPDA  re- 
ceiving a  planning  grant  or  an  entity  of  the  State  receiving  grants  for 
rate  regulation  have  unobligated  funds  at  the  end  of  a  fiscal  year, 
those  funds  may  be  used  in  the  following  year  as  long  as  the  designa- 
tion agreement  or  grant  remains  in  effect.  However,  if  the  Secretary 
finds  that  the  amount  of  any  carryover  of  funds  plus  the  amount  of 
the  formula  grant  for  the  suceeding  year  results  in  a  budget  which  is 
excessive  or  provides  funds  to  an  agency  which  it  cannot  effectively 
use,  the  committee  expects  the  Secretary  to  make  an  appropriate 
reduction  in  the  suceeding  year's  grant. 

MEMBERSHIP  REQUIREMENTS 

The  reported  bill  makes  a  number  of  changes  in  the  membership 
requirements  for  HSA  governing  bodies.  The  legislation  allows  for  the 
overrepresentation  of  rural  areas  by  providing  that  the  HSA  member- 
ship shall  include  a  percentage  of  individuals  who  reside  in  nonmetro- 
politan  areas  which  is  at  least  equal  to  the  percentage  of  the  population 
of  the  health  service  area  of  residents  of  those  areas.  In  doing  so,  the 
committee  notes  the  importance  of  having  broad  geographic  repre- 
sentation on  HSA  governing  bodes. 

The  bill  clarifies  that  public  elected  officials  and  other  representa- 
tives of  general  purpose  local  government  are  to  be  represented  on  an 
HSA  governing  body.  This  provision  will  assure  that  units  of  local 
government,  through  their  elected  leadership,  have  the  right  to 
appoint  representatives  to  the  HSA  governing  body.  Such  members 
can  be  included  as  either  consumers  or  providers  depending  upon  the 
applicability  of  the  definition  of  provider  of  health  care  to  that 
individual. 

The  committee  did  not  adopt  a  proposal  to  establish  a  fixed  per- 
centage requirement  for  local  elected  officials.  Instead,  each  health 
systems  agency  should  seek  an  appropriate  level  of  involvement  of 
public  elected  officials  in  the  planning  process  by  having  public  elected 
officials  serve  on  the  HS  A  governing  body  or  appoint  representatives 
to  it,  or  both. 

A  number  of  changes  have  been  made  in  the  classification  of  con- 
sumers on  an  HSA  governing  body.  A  provision  is  added  to  clarify 
that  labor  organizations  are  to  be  included  among  the  major  purchasers 
of  health  care  who  are  required  to  be  represented  on  the  HSA  govern- 
ing body.  In  addition  a  consumer  majority  may  include  persons  who 
in  the  last  twelve  months  had  been  classified  as  indirect  providers  of 
health  care.  This  change  has  been  made  to  allow  bona  fide  consumers 
who  are  serving  on  the  boards  of  health  care  delivery  organizations 
to  leave  those  boards  and  be  immediately  qualified  as  consumers  for 
the  purposes  of  the  HSA  ^-overning  body  criteria.  In  addition,  those 
who  are  members  of  the  immediate  family  of  a  provider,  with  the 
exception  of  the  provider  spouse,  or  who  are  board  members  of  volun- 
tary health  organizations  which  do  not  have  as  their  primary  purpose 
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the  delivery  of  health  care,  the  conduct  of  research,  or  the  conduct  of 
health  professional  training,  are  no  longer  included  under  the  defini- 
tion of  provider. 

An  amendment  was  also  approved  that  would  require  that  all  HSA 
appointed  subcommtitees  and  advisory  groups  have  consumer  majori- 
ties. Other  provisions  of  this  bill  seek  to  enhance  the  ability  of  con- 
sumer members  to  participate  actively  in  an  HSA's  activities.  Even 
though  some  committees  will  deal  Avith  highly  technical  issues  in  which 
consumers  may  not  have  the  requisite  expertise,  the  committee,  never- 
theless, feels  that  their  participation  will  serve  an  important  educa- 
tional function.  However,  the  committee  does  not  intend  this  provision 
to  be  interpreted  to  prohibit  HSA's  from  obtaining  advice  or  assistance 
from  non-HSA  advisory  groups  or  medical  or  scientific  organizations 
or  panels,  such  as  the  local  Professional  Standards  Review  Organiza- 
tion. The  committee  notes  that  committees  and  advisory  groups  can  be 
made  up  of  both  governing  body  members  and  non-members  and  that 
it  is  the  committee's  intent  that  committees  and  advisory  groups  be 
used  as  a  vehicle  to  encourage  broad  participation  in  the  activities  of 
the  HSA. 

The  reported  bill  includes  a  provision  which  would  change  the  pro- 
visions of  existing  law  that  requires  that  the  consumer  membership  of 
the  HSA  governing  body  be  broadly  representative  of  the  social,  eco- 
nomic, linguistic,  and  racial  populations  with  a  requirement  that  con- 
sumer membership  include  individuals  representing  the  principal  so- 
cial, economic,  linguistic,  handicapped,  and  racial  populations  of  the 
area.  Adoption  of  the  amendment  reflects  the  committee's  concern 
about  the  way  in  which  HEW  has  defined  the  term  "broadly  represen- 
tative" to  mean  "roughly  approximate"  of  a  groups  percentage  in  the 
population.  Uncertainty  over  the  definition  has  lead  to  several  suits 
and  confusion  among  health  systems  agencies  as  to  whether  or  not 
they  are  in  compliance  with  the  law.  The  committee  rejects  the  notion 
that  appropriate  representation  requires  a  quota  of  members  of  each 
sub-group  or  that  each  sub-group  from  the  population  be  represented 
in  proportion  to  its  percentage  of  the  population.  But  at  the  same  time 
the  committee  expects  that  the  HSA  will  include  more  than  token  rep- 
resentation of  each  sub-group  which  composes  a  substantial  percent- 
age of  the  population.  The  amended  language  requires  that  the  HSA 
identify  the  major  social,  economic,  linguistic,  handicapped,  and  ra- 
cial sub-groups  in  its  area  and  assure  that  the  perspective  of  each  is 
represented.  The  perspective  of  individuals  representing  the  geo- 
graphic areas  of  the  health  service  area  and  major  purchasers  of  health 
care  (including  labor  organizations)  must  also  be  represented. 

The  committee  has  added  the  handicapped  to  the  population  groups 
that  require  representation.  The  committee  feels  that  it  is  important 
that  the  perspective  of  the  handicapped  be  represented  on  the  HSA 
governing  body  so  that  their  unique  health  needs  and  access  problems 
can  be  adequately  considered. 

Likewise,  the  committee  proposal  makes  a  number  of  changes  in  the 
definition  and  requirements  for  provider  representation.  The  bill 
requires  provider  members  of  the  HSA  to  be  residents  of,  or  have  their 
principal  place  of  business  in  the  health  service  area.  It  requires  the 
dean  of  at  least  one  school  of  medicine  or  his  representative  to  partici- 
pate on  the  governing  body  if  there  is  such  a  school  in  the  area.  It 
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also  makes  provision  for  the  participation  of  at  least  one  person  en- 
gaged in  the  administration  of  a  hospital  to  serve  on  the  HSA.  Since 
hospitals  are  the  major  focus  of  health  planning  and  review  activities, 
the  committee  feels  strongly  that  a  hospital  representative  should 
participate  in  the  planning  process.  The  bill  would  add  podiatrists, 
physician  assistants  and  individuals  representing  rehabilitation  facil- 
ities to  the  examples  of  providers  who  may  serve  on  the  HSA  govern- 
ing body.  Under  the  proposed  legislation,  one  half,  rather  than  one 
third,  of  the  provider  representatives  of  the  governing  body  must  be 
direct  providers  of  health  care.  In  doing  so,  the  committee  underlined 
the  importance  of  having  a  broad  range  of  individuals  who  are  di- 
rectly involved  in  the  provision  of  health  care  services,  both  physical 
and  mental,  actively  involved  in  the  planning  process.  In  instances 
in  which  a  Veterans'  Administration  representative  is  required  to  be 
on  the  HSA  governing  body,  the  HSA  may  increase  the  size  of  its 
governing  body  or  executive  committee  by  one.  Finally,  the  committee 
proposal  clarifies  the  definition  of  provider  by  deleting  the  notion  of 
indirect  provider.  However,  the  category  of  direct  provider  as  a  subset 
of  the  provider  definition  would  be  retained.  The  bill  would  increase 
from  one-tenth  to  one-third  the  amount  of  gross  income  from  health 
sources  which  would  classify  an  individual  as  a  provider.  The  commit- 
tee notes  that  the  providers  specified  in  amended  section  1531(3)  (A) 
are  only  illustrative  of  those  who  should  be  included  in  health  plan- 
ning as  direct  providers. 

The  proposed  legislation  would  also  require  that  each  HSA  board 
include  (through  consumer  and  provider  members)  individuals 
knowledgeable  about  mental  health  services  (including  substance 
abuse).  Consistent  Avith  current  practice,  the  committee  has  vested 
ultimate  responsibility  for  the  mental  health  goals  of  the  HSP  with 
the  HSA  board.  For  that  reason,  the  committee  proposal  would  re- 
quire that  individuals  knowledgeable  about  mental  health  be  included 
in  the  membership  of  each  HSA  board.  Thought  was  given  to  man- 
dating that  a  certain  percenta,ge  of  the  membership  of  each  board  be 
comprised  of  mental  health  representatives,  but  was  rejected  in  order 
to  provide  maximum  flexibility  for  each  HSA  in  determining  its  own 
composition.  The  committee  intends  that  its  legislative  requirement  be 
interpreted  such  that  it  could  be  met  by  the  inclusion  of  two  individ- 
uals (one  provider  and  one  consumer)  knowledgeable  about  mental 
health  services  on  each  HSA  board. 

GOVERNING  BODY  SELECTIOX 

The  reported  bill  requires  that  the  HSA  establish  a  process  for  the 
selection  of  members  of  its  governing  body  which  to  the  extent  per- 
mitted by  State  law  applicable  for  the  incorporation  of  the  agency, 
is  designed  to  assure  that  there  is  the  opportunity  for  broad  partici- 
pation in  the  nomination  and  selection  process  by  the  residents  of 
health  ser^dce  area  and  that  participation  be  encouraged.  Eesidents 
of  the  area,  for  example,  might  be  informed  of  upcoming  governing- 
body  vacancies  so  that  interested  community  residents  could  have 
their  names  considered  for  the  vacancies.  The  committee  is  concerned 
that  those  who  desire  to  become  involved  in  the  health  planning  process 
have  an  opportunity  to  do  so.  The  committee  recognizes  that  in  some 
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States  an}'  change  in  the  way  in  which  a  governing  body  is  selected 
may  involve  a  change  in  their  organization's  charter.  The  committee 
wishes  to  make  it  clear  that  nothing  in  this  amendment  is  meant  to 
jeopardize  the  legal  status  of  the  agency  or  require  the  agency  to  under- 
take action  which  is  not  permitted  by  State  law. 

At  the  same  time  concern  has  been  expressed  that  the  existing  law 
even  with  these  amendments  might  permit  a  small  group  of  individuals 
to  gain  and  maintain  control  of  an  HSA.  The  purpose  of  this  amend- 
ment is  to  avoid  a  self -perpetuating  governing  body  by  assuring  that 
the  nomination  and  selection  process  is  an  open  one  and  that  the  exist- 
ing governing  body  does  not  have  total  control  over  it.  A  number  of 
mechanisms  are  open  to  the  HSA  to  accomplish  this  end;  however, 
the  committee  feels  that  each  HSA  should  have  the  flexibility  to 
carry  out  this  provision  in  a  way  that  is  best  for  this  area. 

RESPONSIBILITIES  OF  GOVERNING  BODIES 

The  reported  bill  seeks  to  better  define  the  relationship  in  a  public 
health  system  between  public  regional  planning  body  or  a  unit  of 
general  purpose  local  government  and  its  separate  governing  body 
for  health  planning.  In  these  22  existing  HS A's  the  public  board  would 
have  responsibility  for  the  establishment  of  personnel  rules  and  prac- 
tices for  the  staff  of  the  agency  and  for  the  agency's  budget  unless 
such  functions  are  specifically  delegated  to  the  governing  body  for 
health  planning.  The  bill  also  provides  that  the  public  board  shall 
appoint  the  members  of  the  governing  body  for  health  planning.  In 
addition  Section  115  of  the  bill  ]3rovides  that  the  public  board  shall 
have  an  opportunity  to  comment  and  suggest  changes  in  the  health 
plans  developed  by  the  governing  body. 

The  committee  feels  that  in  a  public  HSA,  the  public  body  should 
have  overall  responsibility  for  the  budget  and  personnel  rules  and 
have  the  ability  to  review  the  agency's  basic  policy  documents,  that 
is  the  health  systems  plan  and  agency  implementation  plan.  The 
separate  governing  body  for  health  planning  would  have  authority 
to  carry  out  all  other  functions. 

The  committee  did  not  adopt  a  proposal  that  the  public  body  be- 
come involved  in  individual  project  review  decisions  or  serve  as  an 
appeal  body  on  decisions  made  by  the  separate  governing  body  for 
health  planning.  The  committee  recognizes  the  potential  for  conflict 
between  economic  development  goals  of  a  community  and  sound 
health  planning  within  a  public  health  systems  agency.  Health  plan- 
ning has  been  established  so  that  there  will  be  adequate  but  not  excess 
health  services  and  facilities  within  a  community.  For  health  plan- 
ning the  notion  of  more  is  not  always  better.  The  committee  is  con- 
cerned that  a  public  HSA  may  have  a  tendency  to  place  priority 
on  economic  development  or  other  goals  to  the  detriment  of  the  estab- 
lishment of  an  efficient  and  cost  effective  health  care  delivery  system. 
The  committee  expects  the  Secretary  to  monitor  public  HSAs  par- 
ticularly in  light  of  the  bills  proposed  changes  allowing  the  public 
board  of  a  public  HSA  to  exert  more  influence  over  the  planning  proc- 
ess and  to  assure  that  appropriate  health  planning  goals  and  objectives 
are  those  used  for  health  planning  decisions. 
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The  committee  bill  also  requires  that  a  health  systems  agency  which 
chooses  to  have  a  governino-  body  of  more  than  30  members  establish 
an  executive  committee  which  has  authority  to  take  action  for  the 
governing  body  that  is  composed  of  not  less  than  10  nor  more  than 
oO  members. 

Existing  law  would  allow  the  size  of  a  governing  body  of  a  health 
systems  agency  to  exceed  thirty  members  if  the  governing  body  has 
established  an  exectitive  connnittee  and  has  delegated  to  that  commit- 
tee the  authority  to  take  such  action  (other  than  the  establishment  and 
revision  of  health  plans)  as  the  governing  body  is  authorized  to  take. 
It  is  the  committee's  view  that  this  profusion  allows  either  the  govern- 
ing body  or  the  executive  committee  to  make  decisions  required  of  the 
health  systems  agency.  The  committee  would  expect  the  Secretary  to 
monitor  HSA  activity  with  respect  to  this  issue  to  assure  that  the 
division  of  responsibility  between  the  governing  body  and  the  execu- 
tive committee  is  one  that  leads  to  efficient  operation  of  the  agency  and 
timely  decisions. 

Section  1512(b)  (i)  currently  provides  that  no  member  or  employee 
of  an  HSA  shall,  by  reason  of  his  performance  of  any  duty  required 
of,  or  authorized  to  be  tmdertaken  by.  the  agency,  be  liable  for  the 
payment  of  damages  imder  any  Federal  or  State  law  if  he  acted  within 
the  scope  of  the  duty  of  the  agency,  exercised  due  care,  and  acted  with- 
out malice  toward  any  person  affected  by  it.  The  committee's  bill  would 
clarify-  this  immimity  and  extend  it  to  the  health  systems  agency. 

Current  law.  regarding  liability  of  individuals,  is  amended  to  clar- 
ify (1)  that  the  ''member  ...  of  a  health  systems  agency"  must  be  a 
member  of  the  governing  body  of  the  HSA;  (2)  that  the  individual 
member  or  employee  must  be  acting  on  behalf  of  the  agency  and  carry-  ■ 
ing  out  an  action  authorized  to  be  undertaken  by  the  agency:  and  (3) 
that  the  individtial  member  or  employee  must  act  within  the  scope 
of  that  person's  duty  as  a  member  or  employee. 

A  health  systems  agency  may  not  be  made  liable  for  the  payment  of 
damages  tmder  any  Federal  or  State  law  for  the  performance  of  a 
dtity.  fimction.  or  activity  authorized  to  be  undertaken  by  an  HSA  or 
required  of  an  HSA.  This  immimity  applies  only  to  a  duty,  fimction.  or 
activity  performed  on  behalf  of  the  agency  by  a  governing  body  mem- 
ber or  employee  and  then  only  if  the  member  or  employee  acted  within 
the  sco]5e  of  his  duty,  function,  or  activity,  exercised  due  care,  and 
acted  without  malice  toward  any  person  affected  by  his  performance. 

The  committee's  amendment  clarifies  the  scope  of  the  immunity 
from  liability  of  members,  employees,  and  the  agency.  The  immunity 
provided  extends  only  to  the  statutorily  authorized  functions  of  a 
health  systems  agencv  (such  as  developino-  plans,  recommendino-  cer- 
tificates of  need,  etc.)  and  does  not  provide  immunity  from  liability 
for  damages  for  bodily  injury  to  individuals  or  physical  damage  to 
property  sought  in  a  civil  action  against  a  health  svstems  agency  or 
any  other  member  of  the  governing  body  of  or  employee  of  a  health 
systems  agency. 

The  committee's  intent  in  extending  immunity  from  liability  for 
money  damao-es  from  individuals  to  the  agencv  is  to  protect  the  aq-ency 
when  it  carries  out  activities  which  are  authorized  by  title  XV.  If 
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agencies  of  their  members  or  employees  act  outside  the  scope  of  their 
authority  under  title  XV  they  would  be  liable  for  the  payment  of 
money  damages  under  any  applicable  law. 

MEETINGS  AND  RECORDS 

The  reported  bill  modifies  existing  law  such  that  ( 1 )  the  HS A  will 
not  be  required  to  conduct  in  public  those  portions  of  business  meet- 
ings dealing  w^ith  personnel  matters  or  participation  in  judicial  pro- 
ceedings; and  (2)  records  and  data  on  agency  personnel  or  participa- 
tion in  judicial  proceedings  Avill  not  have  to  be  made  available  to  the 
public.  Existing  requirements  on  the  SHPDA  are  modified  so  that  it 
may  act  in  accordance  with  State  law  in  giving  notice  to  the  public 
about  and  in  conducting  meetings  and  in  making  its  records  and  data 
available  to  the  public.  Existing  law  has  very  broad  sunshine  provi- 
sions requiring  the  HSA  and  SHPDA  to  conduct  business  meetings 
in  public  and  to  make  its  records  and  data  available  upon  request,  to 
the  public.  This  provision  has  made  it  difficult  for  some  agencies  to 
develop  and  carry  out  policies  with  respect  to  personnel,  including 
decisions  relating  to  the  hiring  and  firing  of  agency  staff,  and  to  dis- 
cussing litigation  in  which  the  HSA  is  participating. 

At  the  same  time  the  reported  bill  extends  the  sunshine  provision 
to  all  units  of  the  HSA.  It  provides  that  an  executive  committee  or 
other  entity  appointed  by  the  governing  body  shall  (1)  conduct  in 
public  its  business  and  meetings,  except  for  those  parts  of  meetings 
which  involve  matters  respecting  personnel  of  the  agency  or  participa- 
tion in  judicial  proceedings;  and  (2)  give  adequate  notice  of  its  meet- 
ings to  those  persons  who  have  requested  such  notice. 

The  committee  wishes  to  point  out  that  the  provisions  for  public 
notice  of  meetings  of  the  HSA,  the  executive  committee  and  other 
committees  requires  that  adequate  notice  of  its  meetings  be  given 
only  to  those  persons  who  requested  such  notice.  The  committee  be- 
lieves that  sending  a  newsletter  to  such  persons  who  have  requested 
or  shown  an  interest  in  the  HSA's  meetings  should  be  adequate  to 
carry  out  this  provision  of  the  bill. 

The  committee  expects  that  each  HSA  will  establish  procedures 
to  govern,  in  accordance  w^ith  these  amendments,  the  closing  of  agency 
or  committee  meetings  and  the  withholding  of  records  and  data.  Those 
procedures  should  provide  that  a  majority  of  the  members  of  the 
board  or  committee  (whichever  is  applicable)  must  vote  to  withhold 
any  record  or  data  or  to  close  a  meeting  of  the  board  or  committee; 
that  the  public  notice  of  the  agency  or  committee  meeting  include 
a  statement  as  to  whether  any  portion  of  the  meeting  will  be  closed ; 
and  that  if  a  meeting  is  announced  as  being  opened,  and  it  is  sub- 
sequently determined  that  part  or  all  of  the  meeting  should  be  closed, 
that  it  will  be  closed  only  after  a  majority  vote. 

SUPPORT  AND  REIMBTJRSEMENT  FOR  MEMBERS  OF  GOVERNING  BODIES 

The  bill  requires  each  HSA  to  establish  a  program  for  providing 
assistance  to  members  of  its  governing  body,  executive  committee 
and  other  committees  to  enhance  their  decisionmaking  abilities. 
Such  a  program  would  include  a  mechanism  to  determine  the  needs 
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of  the  members  as  well  as  a  plan  and  mechanism  for  meeting  those 
needs  including  the  provision  of  training  and  continuing  education. 
In  the  development  of  its  program,  an  HSA  should  recognize  the 
differing  needs  which  consumers  and  providers  may  have  for  support 
and  training. 

In  addition,  the  bill  requires  that  at  least  one  member  of  the  HSA 
staff  be  designated  as  having  responsibility  for  assuring  that  the 
members,  particularly  consumer  members,  of  the  governing  body  are 
provided  with  the  information  and  technical  assistance  necessary  to 
effectively  perform  their  functions.  The  committee  feels  that  this  is 
an  important  responsibility  given  that  consumers  generally  have  less 
familiarity  with  health  care  issues  and  medical  practices  than  pro- 
vider members  of  the  board.  In  carrying  out  this  function  the  staff 
assigned  this  responsibility  might,  for  example,  provide:  members 
with  special  analyses  of  plans  or  project  applications  highlighting 
special  issues  of  concern ;  special  sessions  for  members  before  or  after 
meetings  to  review^  issues  of  particular  interest  to  consumers ;  special 
readings  or  special  training  sessions  designed  to  meet  articulated 
needs  of  new  members  of  the  HSA. 

The  reported  bill  also  provides  that  an  HSA  can  make  advances  to 
HSA  members  to  cover  costs  incurred  in  attending  governing  body 
meetings.  The  committee  recognizes  the  extensive  time  and  effort 
which  governing  body  members  must  expend  in  carrying  out  their 
responsibilities  and  feel  that  financial  barriers  or  disincentives  should 
be  removed  in  order  to  maximize  active  participation  of  all  members. 
If  financial  barriers  are  limiting  participation  in  committees  and  on 
task  forces,  an  HSA  may  want  to  extend  this  policy,  perhaps  on  a 
selective  basis,  to  meetings  of  these  groups  as  well. 

CONFLICTS  OF  INTERESTS 

The  reported  bill  requires  that  no  member  of  an  HSA  governing 
body  or  any  of  its  subunits  may  vote  on  project  or  institutional 
reviews  with  which  the  member  has  a  substantial  ownership,  employ- 
ment, fiduciary,  contractual,  creditor,  or  consultive  relationship.  Each 
member  who  has  or  has  had  such  a  relationship  shall  make  a  written 
disclosure  of  such  relationship  before  any  action  is  taken  on  the  matter 
and  shall  make  such  relationship  public  during  the  meeting  in  which 
action  is  taken.  Similar  provisions  are  added  for  the  Statewide  Health 
Coordinating  Council. 

The  committee  feels  that  it  is  important  that  all  those  who  have 
or  have  had  a  conflict  of  interest  in  a  matter  before  the  Agency  should 
declare  that  conflict  and  make  it  public  in  all  matters  before  the 
agency.  The  applicability  of  the  prior  relationship  conditions  should 
be  limited  to  a  reasonable  period  of  time  by  the  Secretary  in  regulation. 
In  addition,  in  carrying  out  the  review  functions  (certificate  of  need, 
review  and  approval  of  proposed  uses  of  Federal  funds,  and  appro- 
priateness review),  a  member  with  a  conflict  of  interest  would  be 
prohibited  from  voting.  The  committee  also  recognizes  that  some 
agencies  will  desire  to  carry  this  policy  further  by  requiring  that  those 
who  have  a  competitive  relationship  with  an  institution  whose  pro- 
posal is  under  review  disclose  such  relationship  and  by  prohibiting 
such  individuals  from  voting  on  the  proposal. 
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STAFF  EXPERTISE 

The  proposed  legislation  recognizes  two  additional  types  of  staff 
expertise  which  each  HSA  should  attempt  to  procure.  These  include 
expertise  in  financial  and  economic  analysis  and  knowledge  of  the 
prevention  of  disease  and  other  public  health  matters.  The  committee, 
however,  recognizes  that  in  some  of  the  minimally  funded  or  small 
agencies  it  may  not  be  possible  to  acquire  or  include  staff  members  with 
such  knowledge  and  skill.  In  such  cases,  the  HSA  should  provide  an 
explanation  to  the  Secretary  with  respect  to  its  inability  to  carry  out 
this  provision. 

HEALTH  PLAN  REQUIREMENTS 

The  reported  bill  requires  that  a  SHPDA  determine,  after  con- 
sultation with  the  Statewide  Health  Coordinating  Council  and  other 
agencies  of  State  government,  such  as  the  State  Mental  Health  Author- 
ity, the  State  Maternal  and  Child  Health  Agency  or  the  State  Medic- 
aid Agency,  the  needs  of  the  State  which  are  statewide.  It  further 
requires  that  each  HSA  in  the  development  of  its  health  system  plan 
develop  goals  w^hich  are  responsive  to  these  statewide  health  needs. 

The  committee  believes  that,  just  as  there  is  the  requirement  under 
current  law  for  the  Secretary  to  establish  National  Health  Planning 
Guidelines,  each  State  should  articulate  State  health  policy  which 
reflects  its  statewide  health  needs.  In  the  plan  development  process 
each  HSA  should  take  such  policy  into  account  as  it  does  the  Xational 
Health  Planning  Guidelines.  It  is  the  committee's  expectation  that 
the  articulation  of  statewide  health  needs  would  build  upon  the  Na- 
tional Guidelines;  how^ever,  they  should  also  address  problems  and 
policy  issues  that  are  unique  to  the  specific  State.  It  is  the  committee's 
hope  that  this  articulation  of  statewide  health  needs  will  reflect  a 
Governor's  health  policy  and  that,  in  the  development  of  that  policy, 
the  SHPDA  will  adequately  involve  other  agencies  of  State  govern- 
ment which  are  responsible  for  the  development  and  delivery  of  health 
services. 

The  bill  also  provides  that  the  Governor  of  the  State  can  disapprove 
the  State  health  plan.  However,  the  Governor's  disapproval  of  the 
plan  would  be  limited  to  cases  wdiere  the  plan  does  not  effectively 
meet  the  established  statewide  health  needs.  If  the  plan  is  disap- 
proved, the  Governor  is  required  to  make  jDublic  a  detailed  statement 
of  the  basis  for  his  determination  that  the  plan  does  not  meet  state- 
wide needs  and  to  specifiy  the  changes  in  the  plan  which  are  needed. 

The  committee  seeks  to  encourage  the  Governor  of  each  State  to 
become  more  actively  involved  in  the  health  planning  process.  This 
has  been  done  through  amendments  just  described  which  allow  the 
State  to  establish  State  health  policy  at  the  beginning  of  the  planning 
cycle  in  the  form  of  statewide  health  needs  and  then  to  allow  the 
Governor  to  approve  the  plan  or  disapprove  it  if  it  does  not  meet  those 
needs. 

The  committee,  however,  wants  to  assure  that  the  planning  process 
remains  one  emphasizing  local  planning  and  decisionmaking  and 
does  not  become  over  politicized  at  the  State  level.  Therefore,  the 
State  health  plan  which  is  made  up  of  HSPs  can  be  established  in  one 
of  three  different  ways:  the  plan  can  be  approved  by  the  Governor 
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following  SHCC  approval;  the  plan  can  become  the  State  health  plan 
following  SHCC  approval  and  no  action  by  the  Governor  within  60 
days;  or  the  Governor  may  disapprove  the  State  health  plan  if  he 
finds  that  it  does  not  meet  predetermined  statewide  health  needs  and 
return  it  to  the  SHCC  for  reconsideration  and  approval,  specifying 
the  changes  in  the  plan  which  he  determines  are  needed.  In  the  latter 
case,  the  committee  would  expect  a  process  of  negotiation  to  take  place 
with  the  SHCC  seriously  considering  the  Governor's  recommendation 
and  attempting  to  revise  the  health  plan  while  insuring  that  the 
integrity  of  the  health  systems  plans  is  maintained. 

The  reported  bill  contains  a  number  of  amendments  which  seek  to 
formalize  the  integration  of  mental  health  planning  into  the  health 
planning  process.  While  planning  for  mental  health  needs  has  always 
been  considered  by  the  committee  to  be  an  integral  component  of  the 
health  planning  process,  not  all  States  have  moved  actively  to  improve 
mental  health  in  their  State  health  planning  activities.  The  proposed 
legislation  amends  Title  XV  of  the  Public  Health  Service  Act,  section 
237  of  the  Community  Mental  Health  Centers  Act,  the  Comprehen- 
sive Alcohol  Abuse  and  Alcoholism  Prevention,  Treatment  and 
Rehabilitation  Act,  and  the  Drug  Abuse  Office  Treatment  Act  of  1972, 
and  other  related  Acts  to  better  integrate  mental  health  planning  into 
the  national  health  j^lanning  process. 

Under  this  proposal  each  health  system  agency  would  be  required 
to  include  goals  for  the  delivery  of  mental  health  services  in  their 
health  systems  plan  (HSP).  In  developing  such  goals,  each  HSA 
would  be  required  to  appoint  an  advisory  group  or  subcommittee  com- 
posed of  individuals  knowledgeable  about  such  services  (including 
substance  abuse)  to  be  consulted  with  and  to  make  recommendations 
with  regard  to  such  goals.  The  committee  is  aware  that  many,  if  not 
most,  States  have  statutorily  established  Statewide  networks  for  local 
mental  health  planning.  In  such  States,  the  committee  intends  that 
each  HSA  first  consider  appointing  the  membership  of  that  statutorily 
established  body  to  serve  as  its  advisory  group.  Such  appointments, 
however,  would  have  to  be  consistent  with  the  titleXV  requirements 
governing  subcommittees  and  advisory  groups  of  the  HSA,  and  con- 
sideration would  have  to  be  given  to  the  relationship  of  the  HSA 
boundaries  and  the  geographic  boundaries  established  by  the  State 
for  mental  health  planning  purposes.  If  such  arrangements  are  not 
practical,  the  committee  would  expect  the  HSA  at  a  minimum  to  ap- 
point significant  membership  from  that  body  to  the  HSA's  advisory 
group.  In  so  doing,  the  committee  expects  to  achieve,  to  the  maximum 
extent  possible — the  coordination,  and  unification  of  purpose  of  men- 
tal health  planning  which  may  be  mandated  by  the  State,  and  that 
which  is  required  under  title  XV. 

A  provision  is  also  included  in  this  legislative  proposal  which  would 
allow  an  HSA  to  request,  and  to  be  authorized  by  order  of  the  Secre- 
tary, to  use  one  or  more  of  its  existing  groups  or  subcommittees  (in 
lieu  of  a  ncAV  advisory  group)  to  make  recommendations  regarding 
mental  health  goals.  The  committee  has  included  this  provision  to  ac- 
commodate those  HSAs  which  have  integrated  or  are  integrating  men- 
tal health  planning  into  their  overall  planning  process.  The  committee 
would  expect  the  Secretary  to  issue  an  order  of  this  sort  only  after 
a  thorough  review  of  each  individual  request  and  only  after  satisfying 
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himself  that  local  mental  health  interests  have  been  included  to  the 
extent  contemplated  by  the  described  above.  In  making  his  determina- 
tion on  any  individual  request,  the  Secretary  may  wish  to  consult  with, 
among  others,  the  Governor  of  the  State,  the  State  health  planning 
and  development  agency,  the  State  Health  Coordinating  Council, 
and  the  director  of  the  State  Mental  Health  Authority,  as  well  as  the 
HSA  board. 

At  the  State  level,  the  proposed  legislation  would  require  the 
SHPDA  to  provide  an  opportunity  for  the  State  Health  Authority, 
the  State  Mental  Health  i^uthority,  and  other  agencies  of  State 
government  such  as  separate  alcohol  or  drug  abuse  authorities  des- 
ignated by  the  Governor  for  such  purposes,  to  (1)  make  written  rec- 
ommendations to  the  SHPDA  concerning  statewide  health  needs, 
and  (2)  review  and  make  written  recommendations  on  the  goals  and 
resource  requirements  of  the  HSPs  before  the  SHPDA  completes  the 
preliminary  State  plan.  Further  provision  is  made  that  if  the  SHPDA 
does  not  take  action  on  any  such  written  recommendations,  it  must 
make  public  a  w^ritten  justification  of  its  reasons  for  not  accepting 
such  recommendations. 

The  committee's  intent  in  this  area  is  to  assure  maximum  involve- 
ment of  all  appropriate  agencies  of  State  government  in  the  health 
planning  process — both  in  the  determination  of  the  Statewide  health 
needs  and  in  the  development  of  the  preliminary  State  Health  Plan. 
Because  of  the  varying  organizational  structures  of  State  government, 
the  committee  provides  that  the  Governor  of  each  State  will  designate 
those  official  agencies  of  State  government,  in  addition  to  the  State 
Health  Authority  and  the  State  Mental  Health  Authority,  which 
will  participate  in  this  process.  The  committee  is  clear  in  its  intent 
that  the  SHPDA  and  the  SHPDA  alone  remains  ultimately  respon- 
sible for  the  development  of  the  preliminary  State  Health  Plan.  How- 
ever, the  committee  does  expect  the  SHPDA  to  receive  and  consider 
seriously  all  written  recommendations  from  those  agencies  designated 
by  the  Governor  for  such  purpose  and,  consistent  with  other  require- 
ments upon  the  SHPDA,  to  provide  reasoned,  written  public  justifica- 
tion for  its  rejection  of  any  such  recommendations.  In  this  manner, 
the  committee  seeks  to  assure  maximum  public  consideration  of  all 
relevant  issues  which  may  emerge  during  the  plan  development  process. 

The  proposed  legislation  requires  the  State  Mental  Health  Author- 
ity to  designate  a  State  Advisory  Council  to  consult  with  it  in  carrying 
out  its  Federally  mandated  responsibilities.  The  Congress  has  already 
required  this  advisory  committee  under  section  237  of  the  Commu- 
nity Mental  Health  Centers  Act.  The  committee  has  further  defined 
the  membership  requirements  of  this  Council  by  requiring  that  a 
majority  of  members  of  the  Council  not  be  providers  of  health  care 
and  that  the  Council  include  representatives  of  entities  concerned  with 
both  planning  and  service  delivery.  While  making  no  such  specific  re- 
quirement, the  committee  notes  that  mental  health  authorities  may 
wish  to  include  on  their  advisory  councils  members  of  the  HSA 
boards  or  advisory  groups  to  the  HSA  boards  who  are  charged  with 
making  recommendations  about  mental  health  goals. 

Provision  is  also  made  to  allow  the  State  Health  Coordinating 
Council  (SHCC)  to  appoint  an  advisory  group  or  subcommittee  to 
assist  it  in  reviewing  the  mental  health  goals  and  resource  require- 
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ments  (including  substance  abuse)  of  the  State  Health  Plan.  The 
committee  through  the  intentional  flexibility  provided  by  its  language 
has  chosen  to  leave  the  decision  to  each  SHCC  as  to  whether  or  not 
such  an  additional  group  is  necessary  or  desirable.  The  committee  does 
note,  however,  that  if  a  SHCC  decides  to  appoint  such  a  group,  it  may 
wish  first  to  consider  appointing  the  membership  of  the  advisory  coun- 
cil already  established  for  such  purpose  by  the  Senate  Mental  Health 
Authority. 

Finally,  in  attempting  to  further  rationalize  the  planning  process, 
the  committee  would  require  that  plans  developed  under  the  Com- 
prehensive Alcohol  Abuse  and  Alcoholism  Prevention,  Treatment,  and 
Eehabilitation  Act  of  1970  and  the  Drug  Abuse  Office  and  Treatment 
Act  of  1972  be  consistent  with  the  title  XV  State  Health  Plan. 

Throughout  this  portion  of  the  proposed  legislation  addressing 
health  planning  requirements,  the  committee  has  repeatedly  employed 
the  parenthetical,  "(including  substance  abuse)".  In  so  doing,  the 
committee  reaffirms  its  interest  in  and  concern  for  programs  providing 
services  in  the  area  of  substance  abuse,  and  firmly  establishes  its  in- 
tent :  ( 1 )  that  planning  for  such  services  must  be  an  integral  part  of  the 
national  health  planning  process,  and  (2)  that  specific  operating  plans 
for  such  service  programs  must  be  consistent  with  title  XV  State 
Health  Plans.  For  the  purpose  of  this  legislation,  the  committee  in- 
tends the  term  "substance  abuse"  to  mean  alcoholism  and  alcohol  abuse, 
and  drug  addiction,  abuse,  and  dependency.  It  is  the  intent  of  the  com- 
mittee that  individuals  knowledgeable  about  such  service  programs 
and  needs  should  serve  on  the  advisory  groups  established  by  this  leg- 
islation to  the  HSAs  and,  if  the  SHCC  chooses  to  appoint  such  a 
group,  to  the  SHCC.  The  committee  has  already  made  clear  its  intent 
that  the  HSA  board  membership  provisions  of  this  proposal  could 
be  satisfied  by  the  inclusion  of  two  individuals  on  the  HSA  Board. 
These  two  individuals  should  represent  the  broadest  spectrum  of  men- 
tal health  concerns,  including  substance  abuse.  Whether  an  HSA 
board  chooses  to  include  additional  substance  abuse  representation 
among  its  membership,  is  a  decision  the  committee  leaves  to  each 
HSA ;  however,  the  committee  wishes  to  make  clear  that  it  does  under- 
stand that  the  number  of  individuals  who  can  serve  on  an  HSA  Board 
is  limited,  and  the  committee  does  not  wish  to  place  any  requirement  on 
board  composition  beyond  that  already  defined. 

The  proposed  legislation  removes  the  requirement  that  health  sys- 
tem plans  be  consistent  with  the  Xational  Guidelines  for  Health  Plan- 
ning. It  is  the  committee's  expectation  that  each  HSA  will  seriously 
consider  and  take  into  account  the  Xational  Guidelines  for  Health 
Planning,  but  that  if  it  has  unique  needs  or  resources  in  its  area  that 
require  an  adjustment  in  the  Guidelines,  the  HSA  will  establish  a 
goal  or  a  standard  that  varies  from  the  National  Guidelines.  In  doing 
so,  the  HSA  shall  provide  to  the  SHPDA  and  the  SHCC  a  statement 
of  the  reasons  for  the  inconsistency. 

In  proposing  this  change,  the  committee  acknowledges  the  great 
concern  that  was  expressed  upon  initial  publication  of  the  National 
Guidelines  for  Helath  Planning  in  September  of  1977.  There  was  much 
misunderstanding  about  the  purpose  and  impact  of  those  National 
Guidelines.  The  Guidelines  as  initially  published  were  not  clear  as  to 
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the  conditions  which  would  allow  an  HSA  to  vary  from  them,  nor  were 
they  clear  as  to  whether  or  not  they  could  be  used  to  close  health  facili- 
ties. The  revised  Guidelines  published  in  January  1978  went  a  long 
way  toward  clarifying  these  points  and  the  Guidelines  which  were 
published  as  final  regulations  on  March  28,  1978  make  it  clear  that  an 
HSA  can  adjust  the  Guidelines  to  meet  special  circumstances  in  its 
area.  The  committee's  action  emphasizes  the  fact  that  the  Guidelines 
are  intended  to  be  benchmarks  which  the  health  planning  system  must 
consider  in  the  development  of  its  plans  but  are  not  rigid  standards  to 
w^hich  HSA  must  adhere.  Each  HSA  should  be  able  to  demonstrate 
that  it  has  considered  and  taken  into  account  the  National  Guidelines 
in  the  development  of  its  health  systems  plan  as  well  as  justify  to  the 
State  agency  any  inconsistency  with  the  guidelines.  The  Secretary 
in  reviewing  HSA  performance  should  determine  how  well  each  HSA 
has  considered  the  Guidelines  in  the  development  of  its  HSP  and  has 
justified  any  inconsistency  with  or  need  for  adjustment  from  the 
Guidelines. 

The  reported  bill  requires  that  both  the  HSP  and  the  AIP  contain 
estimates  of  the  resources  that  are  required  to  carry  out  the  goals  and 
objectives  which  they  contain.  The  HSP  and  the  AIP  shall  include 
statements  of  the  changes  (through  increases  or  reductions  or  both)  in 
personnel,  facilities,  and  other  resources  which  the  agency  determines 
are  required  to  meet  the  goals  or  objectives  of  the  plans.  In  complying 
with  this  provision,  it  is  the  committee's  expectation  that  each  HSA 
will  examine  the  cost  and  resources  required  for  health  systems  imple- 
mentation of  each  of  the  goals  or  objectives  selected.  It  is  hoped  that 
this  will  insure  that  the  HSA  will  develop  realistic  goals  and  propose 
reasonable  actions  to  achieve  them.  Where  a  specific  goal  or  objective 
calls  for  additional  resources,  the  HSA  should  attempt  to  quantify 
them  and  assess  the  community's  ability  to  provide  them.  Similarly, 
where  a  goal  or  objective  involves  the  reduction  of  existing  capacity, 
the  HSA  should  identify  the  extent  to  which  existing  facilities  or 
services  should  be  closed,  where  facilities  or  services  should  be  merged 
or  better  coordinated,  and  where  existing  facilities  should  be  con- 
verted to  other  uses.  The  committee  recognizes  that  the  process  of 
identifying  excess  capacity  and  developing  of  recommendations  that 
specific  institutions  modify  or  cease  to  provide  ongoing  services  will 
be  controversial.  However,  the  committee  feels  that  such  recommen- 
dations must  be  made  if  the  system  of  health  planning  is  to  carry  out 
its  mandate  successfully. 

To  emphasize  its  intent  that  plans  become  more  specific  the  commit- 
tee has  included  in  the  bill  an  amendment  which  makes  it  clear  that  a 
health  systems  agency  may,  as  part  of  its  statement  of  changes  of 
resources  required  to  meet  the  goals  set  forth  in  the  plan,  identify 
specific  inpatient  health  care  facilities  which  the  agency  determines 
should  undertake  such  changes.  Some  health  systems  agencies  have 
expressed  concern  that  to  undertake  such  actions  may  subject  them  to 
challenge  under  the  antitrust  laws.  This  amendment  should  alleviate 
those  concerns  by  expressing  the  committee's  intent  with  respect  to 
such  specific  planning.  When  an  agency  intends  to  identify  specific 
institutions  as  having  services  or  facilities  which  are  not  needed  to 
meet  the  goals  of  the  plan,  the  committee  expects  that  the  agency  will 
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establish  hearing  procedures  to  insure  that  each  institution  which  pro- 
vides the  service  or  operates  the  facility  under  review  will  have  an 
adequate  oppoitunity  to  present  all  relevant  information  regarding 
their  institution. 

The  reported  bill  deletes  a  provision  of  existing  law  which  requires 
each  HSA  to  develop  and  publish  specific  plans  and  projects  for 
achieving  the  objectives  established  in  the  AIP.  The  committee  be- 
lieves that  this  level  of  detailed  planning  should  which  in  many  cases, 
is  a  function  which  can  most  appropriately  be  carried  out  by  those 
organizations  and  institutions  which  have  responsibility  for  the  de- 
velopment and  implementation  of  specific  programs,  not  be  required 
of  all  HSAs.  The  committee  has  required  that  both  the  HSPs  and 
the  AIPs  become  more  detailed  and  include  statements  of  the  per- 
sonnel, facilities,  and  other  resources  required  to  carry  out  the  goals 
and  objectives  which  they  contain.  Thus  this  added  detail  within  the 
HSP  and  the  AIP  makes  the  requirement  for  additional  specific 
plans  unnecessary.  The  committee's  action,  however,  is  not  meant  to 
preclude  an  agency  from  developing  such  plans  or  carrying  out  such 
studies  as  are  needed  to  achieve  successful  implementation  of  its 
plans. 

The  reported  bill  would  require  that  if  a  health  systems  agency  is 
a  public  regional  planning  body  or  a  unit  of  general  local  govern- 
ment, the  planning  body  or  unit  of  government  shall  be  given  a  rea- 
sonable opportunity  to  comment  on  the  proposed  health  systems 
plan  or  annual  implementation  plan  and  to  propose  additions  to  and 
other  revisions  in  it.  Any  such  proposed  additions  or  any  other  re- 
visions not  included  in  the  HSP  approved  by  the  agency  shall  be 
appended  to  the  HSP.  It  is  the  committee's  view  that  a  public  HSA 
should  have  the  ability  to  review  the  agency's  basic  policy  documents 
and  seek  to  modify  it  as  appropriate  but  that  final  decision  should 
be  made  by  the  separate  governing  body  for  health  planning. 

In  establishing,  reviewing,  and  amending  its  health  systems  plan, 
the  committee  expects  each  health  systems  agency  to  consider  the 
special  needs  and  circumstances  of  those  health  resources  within  its 
health  service  area  which  serve  a  patient  community  extending  be- 
yond its  health  service  area  jurisdiction.  For  example,  the  Mayo  Clinic 
and  the  Cleveland  Clinic  Foundation  and  many  other  centers  through- 
out the  country  draw  patients  from  all  parts  of  the  country  and  the 
world.  It  is  the  committee's  intent  that  the  HSA  in  developing  its 
plan  provide  recognition  of  the  national  role  played  by  such  resources 
in  addition  to  the  role  such  health  resources  play  in  a  particular 
health  service  area. 

A  provision  is  added  to  clarify  that  the  development  and  estab- 
lishment of  a  health  systems  plan  and  annual  implementation  plan  in 
a  health  service  area  which  includes  an  area  under  the  jurisdiction 
of  an  Indian  tribe  or  an  Alaska  Native  village  does  not  affect  the 
authority  of  that  tribe  or  village  to  establish  and  carry  out  a  health 
plan  for  the  Indian  health  programs  in  the  area  under  its  jurisdiction. 
The  committee  notes  that  the  Indian  Self -Determination  Act  (Public 
Law  93-638),  and  the  Indian  Health  Care  Improvement  Act  (Pub- 
lic Law  94—434)  authorize  Indian  tribes  to  plan  for  the  health  serv- 
ices on  their  reservations.  Thus,  if  such  a  tribe  or  village  does  establish 
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a  tribal-specific  health  plan,  that  plan  shall  be  included  in  the  health 
systems  plan  for  the  relevant  health  service  area  or  areas.  Indian 
tribes  have  expressed  concern  that  confusion  in  this  area  has  led  to 
conflict  between  some  tribes  and  HSAs  and  has  inhibited  full  tribal 
participation  in  the  health  planning  process.  It  is  the  committee's 
hope  that  this  provision  will  establish  the  grounds  for  constructive 
working  relationships  between  an  HSA  and  any  tribes  or  villages 
which  are  located  in  its  health  service  area  and  result  in  improved 
health  planning  by  both  entities.  While  the  bill  (section  121)  spe- 
cifically requires  the  Secretary  to  issue  regulations  respecting  the 
sharing  of  health  planning  data  between  the  health  systems  agency 
and  the  Indian  tribes  and  villages,  it  is  hoped  that  the  two  entities 
will  also  seek  other  ways  of  coordinating  their  activities. 

The  committee  bill  also  adds  to  current  law  the  requirement  that, 
in  the  establishment  or  revision  of  its  AIP,  or  HSA  conduct  a  public 
hearing  on  the  plan  and  give  interested  persons  an  opportunity  to 
submit  their  views.  This  requirement  for  public  hearing  and  notifica- 
tion is  identical  to  that  required  for  the  establishment  of  the  HSP, 
and  it  is  the  committee's  expectation  that  many  HSAs  would  obtain 
public  review  of  both  the  HSP  and  the  AIP  as  part  of  a  single  process. 

The  proposed  legislation  would  allow  the  health  systems  plan  and 
the  State  health  plan  to  be  reviewed  at  least  biennially  and  revised  as 
necessary  the  plan  adopted  for  its  area.  The  committee  feels  this  change 
is  necessary  in  order  to  allow  those  agencies  which  have  developed 
adequate  plans  to  put  increased  emphasis  on  implementing  them.  The 
committee  notes  that  some  HSAs  still  have  a  considerable  amount  of 
Avork  to  make  their  plans  into  documents  useful  for  decisionmaking. 
While  the  committee's  proposal  would  allow  this  review  to  take  place 
biennially  the  committee  would  expect,  at  least  in  their  initial  years, 
that  health  systems  agencies  review  their  plans  on  a  more  frequent 
basis.  This  will  allow  the  HSA  to  fill  out  or  add  scope  to  the  existing 
plans  and  to  increase  their  specificity. 

The  Committee  proposal  also  requires  each  SHCC  to  establish  a 
uniform  format  for  HSPs  to  facilitate  the  process  of  consolidating 
the  HSPs  into  a  State  health  plan.  It  is  intended  that  the  format 
include  specifications  related  to  plan  organization  and  the  method  for 
presenting  data.  This  requirement  is  not  designed  to  preclude  an  HSA 
from  experimenting  with  various  methods  of  expressing  its  policy  for 
improved  health  status  and  health  services  in  its  area.  Rather,  the 
intent  is  to  facilitate  plan  development  within  a  State  by  having  the 
SHCC  address  minimum  format  and  specify  minimum  statistics  which 
must  be' included  in  each  HSP.  The  Committee's  expectation  is  that 
the  HSAs  and  the  State  will  work  together  to  establish  a  realistic  struc- 
ture for  the  plan  within  the  State. 

CRITERIA  AND  PROCEDTJRES  FOR  REVIEW 

The  Committee  proposal  adds  criteria  which  must  be  considered  by 
planning  agencies  in  the  process  of  adopting  standards  for  review  of 
proposed  health  services.  These  include  (1)  consideration  of  the  effect 
of  the  means  proposed  for  the  delivery  of  such  new  services  on  the 
clinical  needs  of  health  professions  training  programs  in  the  area  in 
which  the  services  are  to  be  provided;  (2)  if  such  services  are  to  be 
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available  in  a  limited  number  of  facilities,  the  extent  to  which  health 
professions  schools  in  the  area  will  have  access  to  the  services  for  train- 
ing purposes;  (3)  the  extent  to  which  such  proposed  services  will  be 
accessible  to  all  the  residents  of  the  area  to  be  served  by  such  services ; 
(4)  and  the  efficiency  and  appropriateness  of  use  of  existing  services 
and  facilities  similar  to  those  being  proposed. 

These  four  considerations  address  three  specific  concerns.  The  first 
is  the  need  for  the  planning  agency  to  consider  in  its  project  review 
activities  the  clinical  needs  of  health  manpower  education.  The  Com- 
mittee strongly  believes  that  projects  should  not  be  approved  based 
solely  on  training  needs  but  should  be  based  upon  the  needs  of  the 
area's  consumers  for  a  new  health  service.  Given  that  an  area  needs 
a  particular  health  service,  the  Committee  believes  that  health  plan- 
ning and  resource  development  objectives  can  be  most  cost  effectively 
served  by  providing  that  a  health  service,  when  appropriate,  may  serve 
as  a  medical  care,  medical  education,  and  medical  research  resource. 
All  services  need  not  support  medical  education,  but  enough  services 
should  be  available  for  the  training  of  health  professionals  so  that 
duplicatives  services  are  not  required  to  be  developed  primarily  for 
educational  purposes. 

Second,  the  planning  agency  should  consider  whether  or  not  health 
services  will  be  available  to  all  of  the  residents  of  an  area  in  need  of 
such  services.  The  Committee  included  this  criterion  because  it 
received  disturbing  testimony  that  the  services  of  numerous  health 
care  institutions  are  not  accessible  to  some  racial  and  lower  income 
groups.  The  Committee  notes  that  such  alleged  discrimination  or  selec- 
tive admissions  is  in  violation  of  title  VI  of  the  Civil  Rio-hts  Act  for 
institutions  which  have  received  Federal  construction  support  under 
titles  YI  or  XVI  of  the  Public  Health  Service  Act  such  policies  or 
actions  do  not  comply  with  assurances  made  hj  the  institution  that  the 
facility  will  be  available  to  all  persons  residing  or  employed  in  the 
areas  served  by  the  facility,  and  potentially  do  not  comply  with  as- 
surances made  by  the  institution  that  a  reasonable  volume  of  services 
will  be  made  available  to  persons  who  are  unable  to  pay  for  them.  This 
criterion  expresses  the  Committee's  belief  that  one  of  the  primary  pur- 
poses of  the  planning  program  is  to  increase  and  improve  access  to 
health  care  services.  It  requires  the  HSA  to  be  cognizant  of  and  thor- 
oughly consider  all  circumstances,  including  those  cited  above,  which 
pose  barriers  to  access  to  health  care  services  or  facilities  in  the  area. 
In  implementing  this  criterion,  though,  the  Committee  does  not  intend 
or  expect  an  HSA  to  carry  out  HEW's  enforcement  or  compliance 
responsibilities  under  title  VI  of  the  Civil  Rights  Act  or  titles  VI 
and  XVI  of  the  Public  Health  Service  Act. 

Third,  the  planning  agency  in  approving  a  new  service  or  facility 
should  specifically  consider  the  efficiency  and  appropriateness  of  the 
use  of  existing  services  and  facilities  similar  to  that  proposed._  This 
criterion  is  designed  to  assure  that  prior  to  adding  a  new  facility  or 
service  the  agency  adequately  consider  the  efficiency  and  cost  effec- 
tiveness of  existing  services  and  facilities. 

The  proposed  legislation  also  requires  that  each  Statewide  Health 
Coordinating  Council  use  the  criteria  and  procedure  in  Section  1532 
in  carrying  out  its  own  reviews.  It  further  requires  that  the  HSA,  the 
State  agency  and  the  SHCC  should  cooperate  in  establishing  review 
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procedures  and  criteria  so  that  project  review  activities  are  coordinated 
within  a  State. 

The  reported  bill  requires  the  Secretary  at  least  annually  to  review 
regulations  promulgated  under  section  1532  and  provide  an  opportu- 
nity for  the  submission  of  comments  by  health  systems  agencies,  State 
agencies,  and  StateAvide  Health  Coordinating  Councils  on  the  need 
for  the  revision  of  such  regulations.  At  least  45  days  before  initial  pub- 
lication of  a  regulation  proposing  a  revision  of  a  regulation,  the  Sec- 
retary shall  consult  with  and  solicit  the  recommendations  of  these 
agencies.  The  committee,  in  adopting  these  amendments  intends  that 
the  regulations  set  forth  under  section  1532  be  reviewed  on  a  regular 
basis  to  assure  that  they  contain  appropriate  requirements  for  the 
health  planning  system.  The  amendment  is  structured  in  such  a  way  to 
allow  health  planning  agencies  to  provide  the  Secretary  with  the 
benefit  of  actual  field  experience  as  to  how  the  requirements  of  the 
regulations  work  and  what  changes  may  be  warranted.  The  commit- 
tee notes  that  while  an  annual  review  is  required,  revisions  are  required 
only  when  the  Secretary  finds  them  to  be  necessary. 

The  committee  proposal  requires  each  HSA,  State  agency,  and 
SHCC  to  develop  procedures  to  assure  that  its  requests  for  informa- 
tion in  connection  with  a  review  are  limited  to  only  that  information 
which  is  necessary  to  perform  the  review.  It  also  modifies  the  provision 
of  existing  law  providing  for  access  by  the  general  public  to  all  appli- 
cations reviewed  and  to  all  other  material  "pertinent"  to  the  review 
by  requiring  that  the  material  be  essential  to  the  review. 

The  reported  bill  also  requires  that  each  HSA,  State  agency  and 
SHCC  shall  develop  procedures  to  enable  any  person  submitting  data 
to  designate  data  which  he  believes  should  not  be  released  to  the  public 
and  to  submit  such  data  separately.  If  an  agency  proposes  to  release 
for  inspection  any  data  so  designated  by  the  applicant  the  agency 
shall  notify,  in  writing  and  by  certified  mail^  the  person  who  submitted 
the  data  of  the  intent  to  release  the  data.  The  agency  shall  then  wait 
30  days  prior  to  the  release  of  such  data. 

The  committee  wishes  to  make  it  clear  that  if  a  person  submits  data 
in  connection  with  a  review  and  designates  it  as  data  which  should  not 
be  released  to  the  public,  the  review  shall  not  begin  until  the  release  of 
the  data  or  determination  that  is  not  to  be  released  and  there  shall 
not  be  included,  in  determining  if  the  review  was  completed  within  th^ 
applicable  period,  the  period  of  time  beginning  with  the  submission  of 
the  data  and  ending  with  its  release  or  determination  that  it  is  not  to 
be  released. 

CERTIFICATE  OF  NEED  PROGRAMS 

The  reported  bill  amends  title  XV  of  the  Public  Health  Service  Act 
by  adding  section  1527  entitled  "Certificate  of  Need  Programs." 

The  new  section  requires  that  a  State  certificate  of  need  program 
provide  for  the  review  and  determination  of  need  for  major  medical 
equipment,  institutional  health  services,  and  capital  expenditures.  By 
so  doing,  the  certificate  of  need  coverage  requirements  are  changed  in 
three  respects. 

First  the  committee  proposes  to  extend  required  certificate-of-need 
review  to  major  medical  equipment,  defined  as  a  single  unit  of  equip- 
ment costing  over  $150,000,  which  is  used  to  provide  services  to 
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inpatients  regardless  of  ownership  or  physical  location.  The  committee 
has  taken  this  position  because  of  its  finding  that  such  purchases  are 
at  times  made  by  an  individual  other  than  hospital  after  the  hospital's 
application  has  been  denied  by  a  health  planning  agency,  even  though 
the  equipment  will  be  used  within  or  near  the  hospital  to  provide 
services  to  the  hospital's  inpatients. 

The  committee  specifically  rejected  the  proposition  that  review  be 
required  to  be  extended  to  major  medical  equipment  used  to  provide 
services  to  individuals  who  are  not  inpatients  of  a  hospital  at  the  time 
the  service  is  provided  although  States  are  not  prohibited  from  ex- 
tending their  certificate  of  need  programs  beyond  this  minimum  cover- 
age. The  reported  bill  does  provide  that  any  organization  or  person 
that  plans  to  acquire  major  medical  equipment  shall  notify  the  state 
agency  of  the  intent  thirty  days  prior  to  making  the  acquisition.  The 
State  agency  will  then  be  required  to  make  a  finding  as  to  whether  or 
not  the  proposed  major  medical  equipment  will  in  fact  be  used  for 
inpatients.  If  the  agency  so  finds,  it  can  then  require  the  submission 
of  an  application  for  a  certificate  of  need. 

The  purchase  of  major  medical  equipment  by  independent  clinical 
laboratories  is  not  required  to  be  reviewed.  While  the  committee 
is  concerned  about  the  exclusion  of  any  services  from  the  planning 
and  review  process,  it  feels  on  balance  that  the  inclusion  of  major 
medical  equipment  purchases  by  independent  laboratories  does  not 
appear  to  be  necessary  at  this  time.  The  committee  recommends  that 
the  Secretary  monitor  this  situation  and  suggest  any  changes  he  finds 
are  necessary. 

Second,  capital  expenditures  over  the  expenditures  minimum  are 
required  to  be  covered  under  certificate  of  need  programs.  This  provi- 
sion is  added  to  make  certificate  of  need  and  Section  1122  of  the  Social 
Security  Act  more  compatible. 

The  proposed  legislation  defines  the  term  capital  expenditure  as  an 
expenditure  made  by  or  on  behalf  of  a  health  care  facility  which  under 
generally  accepted  accounting  principles  is  not  properly  chargeable 
as  an  expense  of  operation  or  maintenance  or  is  made  to  obtain  by 
lease  or  comparable  arrangement  any  facility  or  part  thereof  or  any 
equipment  for  a  facility  or  part  thereof,  and  which  (1)  exceeds  the 
expenditure  minimum,  (2)  substantially  changes  the  bed  capacity  of 
the  facility  with  respect  to  which  the  expenditure  is  made,  or  (3)  sub- 
stantially changes  the  services  of  the  facility.  Acquisitions  of  existing 
health  facilities  are  not  required  to  be  reviewed  unless  there  is  a  change 
in  bed  capacity  or  service.  The  cost  of  any  studies,  surveys,  designs, 
plans,  working  drawings,  specifications,  and  other  activities  essential 
to  the  acquisition,  improvement,  expansion  or  replacement  of  facilities 
which  exceed  the  expenditure  minimum  also  require  certificate  of  need 
review.  Cost  in  this  case  is  intended  to  include  staff  expenses  incurred 
by  a  facility  or  corporation  in  preparing  a  project  as  well  as  expenses 
incurred  in  obtaining  consulting  or  other  assistance.  Donations  of 
equipment  or  facilities  to  a  health  care  facility  require  review  if  the 
equipment  or  facility  would  have  been  subject  to  review  if  it  had  been 
purchased  or  otherwise  acquired. 

The  reported  bill  defines  "expenditure  minimum"  to  mean  $150,000 
for  the  twelve  month  period  beginning  with  the  month  in  wliich  this 
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bill  is  enacted  and,  for  each  twelve  month  period  thereafter,  $150,000 
or  the  figure  in  effect  for  the  preceding-  twelve  month  period  adjusted 
to  reflect  the  change  in  the  preceding  twelve  month  period  in  the 
composite  construction  cost  index  maintained  by  the  Department  of 
Commerce.  This  provision  of  the  bill  would  allow  a  State  to  index 
their  capital  expenditure  threshold  initially  established  at  $150,000. 
However,  the  committee  wishes  to  make  it  clear  that  a  State  can  estab- 
lish a  constant  threshold  at  $150,000  if  it  so  desires. 

Third,  the  bill  would  add  rehabilitation  facilities  to  the  definition 
of  those  facilities  which  provide  institutional  health  services  and  there- 
fore subject  them  to  certificate  of  need  review.  The  term  rehabilitation 
facilities  is  defined  as  an  inpatient  facility  which  is  operated  for  the 
primary  purpose  of  assisting  in  the  rehabilitation  of  disabled  persons 
through  an  integrated  program  of  medical  and  other  services  which 
are  provided  under  competent  professional  supervision.  While  most 
if  not  all,  inpatient  rehabilitation  facilities  are  currently  included  in 
the  definition  of  health  care  facility,  the  committee  wishes  to  highlight 
the  need  to  include  rehabilitation  facilities  in  the  health  planning  and 
review  process. 

The  committee  specifically  considered  and  rejected  a  proposal  to 
include  home  health  services  in  the  minimum  requirements  for  a  satis- 
factory certificate  of  need  program.  The  committee  feels  that  where 
competition  can  be  encouraged  in  the  health  care  industry,  regula- 
tion of  supply  through  certificate  of  need  is  unnecessary.  Certificate 
of  need  regulation  should  be  extended  to  only  those  services  where 
the  market  forces  of  supply  and  demand  will  not  appropriately  al- 
locate the  supply  of  that  service.  The  committee  feels  that  home  health 
services  is  a  developing  field  and  that  competition  between  those  who 
provide  home  health  services  should  be  encouraged.  The  committee 
will  continue  to  examine  whether  market  forces  are  at  work  to  ap- 
propriately allocate  supply  and  may  return  to  this  issue  to  evaluate 
more  critically  the  structure  of  the  home  health  services  system. 

The  proposed  bill  requires  that  the  certificate  of  need  program 
ensure  that  only  equipment,  services,  and  capital  expenditures  found 
to  be  needed  shall  be  acquired,  offered,  developed,  or  obligated. 

The  Committee  received  testimony  that  on  occasion  the  review  of  a 
certificate  of  need  application  takes  much  longer  than  the  90-day 
period  set  forth  for  such  review.  Under  existing  law  if  a  decision  is 
not  made  within  that  period  of  time  the  applicant  is  in  limbo.  Such 
a  practice  could  amount  to  a  pocket- veto  of  the  application.  To  resolve 
this  situation,  the  Committee  has  adopted  an  amendment  that  would 
^i^^Tu^^^  review  of  each  certificate  of  need  application  be  com- 
pleted before  the  expiration  of  the  90-day  period  beginning  on  the 
date  the  State  agency  provides  notice  required  by  section  1532(b)  (1)  . 
ihere  are  several  exceptions  to  this  requirement.  First,  when  a  State 
batches  applications  so  that  it  considers  two  or  more  applications 
tor  a  certificate  of  need,  the  period  of  review  can  be  longer  than  90 
days  It  fetate  law  prescribes  a  longer  period  for  such  purposes.  Second, 
wJTxen  a  request  IS  made  to  the  State  agency  for  a  hearing  under  sec- 
tion 15^52  (b)  8)  on  an  application,  the  review  of  the  application  mav 
take  longer  than  90  days  if  the  State  law  prescribes  a  longer  period 
tor  reviews  involving  such  a  hearing.  The  Committee  feels  that  it  is 
reasonable  m  cases  where  a  hearing  is  requested  to  extend  the  period 
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beyond  90  days  by  another  60  to  90  days.  Third,,  if  an  applicant  and 
the  State  agency  agree  to  a  period  of  review  of  the  applicant's  ap- 
plication which  is  longer  than  90  days  or  such  longer  period  prescribed 
in  State  law^,  the  review  must  be  completed  in  the  time  period  agreed 
upon.  The  Committee  hopes  that  agreement  can  be  reached  between  an 
applicant  and  State  agency  for  a  longer  period  of  review  in  cases  of 
large  or  complicated  projects  in  which  90  days  may  not  be  adequate 
to  carefully  evaluate  the  proposal.  If  a  review  can  not  be  completed 
within  the  above  prescribed  time,  the  application  for  the  certificate 
shall  be  considered  approved  and  the  State  shall  issue  the  certificate. 

In  adopting  this  provision,  the  committee  does  not  expect  certificates 
of  need  to  be  issued  due  to  the  expiration  of  the  specified  time  period 
and  the  lack  of  a  timely  finding  of  need  by  the  State  agency.  The  State 
agency  has  a  responsibility  to  complete  its  review  of  the  application 
within  the  prescribed  time  and  to  make  a  finding  on  tlie  need  for  the 
equipment,  services,  or  capital  expenditure.  Likewise,  the  committee 
does  not  expect  State  agencies  to  avoid  tough  decisions  on  certificates 
of  need  by  allowing  the  time  period  to  expire.  If  a  pattern  of  such 
activity  were  to  develop,  the  committee  would  expect  the  Secretary  to 
review^  the  State  agency's  performance  and  determine  w^hether  or  not 
its  designation  should  be  terminated. 

The  committee's  bill  would  also  permit  the  State  agency  to  delay  the 
beginning  of  a  review  of,  or  to  take  longer  than  90  days  to  review,  a 
certificate  of  need  application  when  the  applicant  institution  has  been 
cited  by  the  Secretary  of  HEW  for  violations  of  Title  VI  of  the  Civil 
Rights  Act  of  1964.  When  the  Secretary  of  HEW  finds  that  a  health 
institution  is  not  in  compliance  with  the  requirements  of  Title  VI  and 
attempts  and  fails  to  get  voluntary  compliance  by  the  institution  with 
those  requirements,  the  Secretary  of  HEW  issues  a  "letter  of  findings 
of  non-compliance."  The  committee's  bill  would  permit  the  State  agen- 
cy to  defer  the  beginning  of  a  review  or  to  suspend  the  review  after  the 
letter  of  findings  of  non-compliance  is  issued.  The  State  agency's 
deferral  or  suspension  may  continue  until  (a)  the  Secretary  has  issued 
to  the  applicant  a  "letter  of  findings  of  compliance,"  or  (b)  a  final 
decision  of  compliance  is  made  either  in  the  administrative  process 
begun  by  the  issuance  by  the  Secretary  of  a  "notice  of  deferral  of 
Federal  financial  assistance"  or  after  judicial  review  of  such  adminis- 
trative process.  The  committee  believes  that  a  State  agency  should  have 
discretion  to  defer  the  beginning  of  a  review  or  to  suspend  a  review 
until  the  State  agency  knows  whether  the  health  institution  is  in  com- 
pliance with  Title  VI. 

The  reported  bill  requires  approval  of  an  application  for  a  certif- 
icate of  need  for  a  capital  expenditure  which  is  required  (1)  to  elimi- 
nate or  prevent  imminent  safety  hazards  as  defined  by  Federal,  State, 
or  local  fire,  building,  or  life  safety  codes  or  regulations,  (2)  to  comply 
with  State  licensure  standards,  or  (3)  to  comply  with  accreditation 
standards  compliance  of  which  is  required  to  receive  reimbursement 
under  Title  XVIII  of  the  Social  Security  Act  or  for  payments  under 
a  State  plan  for  medical  assistance  approved  under  Title  XIX  of 
such  Act,  but  only  to  the  extent  that  the  capital  expenditures  required 
to  eliminate  or  prevent  such  hazards  or  to  comply  with  such  stand- 
ards. The  committee,  in  adopting  this  proposal,  is  concerned  that  if 
an  institution  is  required  to  make  certain  changes  by  one  agency  of 
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government  in  order  to  remain  in  compliance  with  the  law,  it  should 
not  be  prevented  from  doing  so  by  the  health  planning  system.  It  is 
the  committee's  intent  that  this  provision  apply  to  only  those  situa- 
tions in  which  an  institution  or  service  would  be  required  to  close  by 
a  licensing  or  certifying  entity  if  a  capital  expenditure  were  not  made 
to  eliminate  or  prevent  such  hazards  or  to  comply  with  such  standards. 
It  is  the  institutions'  obligation  to  provide  the  health  planning  agency 
with  the  necessary  documentation  that  the  institution  or  service  will 
be  required  to  close.  The  committee  expects  the  health  planning  agency 
to  make  a  judgment  about  each  proposal  and  it  is  required  to  approve 
an  application  only  to  the  extent  that  the  capital  expenditure  is  re- 
quired to  eliminate  or  prevent  such  hazards  or  to  comply  with  such 
standards.  It  is  the  committee's  intent  that  this  provision  apply  only 
to  those  portions  of  a  proposed  project  which  the  applicant  is  required 
to  carry  out  by  the  certifying  or  licensing  entity.  Other  portions  of 
the  project  should  be  evaluated  in  relationship  to  the  criteria  whicli 
the  agency  has  established.  The  committee  would  also  expect  that 
elimination  of  hazards  or  compliance  with  standards  be  carried  out 
using  the  most  cost  effective  means  possible. 

The  committee  expresses  its  concern  with  the  practice  of  some  State 
health  planning  and  development  agencies  in  conditioning  a  certifi- 
cate of  need  approvals  with  conditions  which  do  not  seem  to  relate 
to  application  being  reviewed.  The  committee  recognizes  that  a 
SHPDA  makes  its  determination  of  need  for  services  based  on  many 
factors  including  the  need  of  the  population  to  be  served,  the  availabil- 
ity of  resources  to  provide  services,  proposed  costs  of  the  services,  and 
access  and  quality  issues.  However,  the  committee  would  expect  that 
conditions  on  approved  certificate  of  need  applications  be  related  to 
the  agency's  adopted  health  plan  or  review  criteria.  Conditions  such 
as  that  requiring  a  change  in  the  composition  board  of  trustees  are  not 
appropriate  in  the  committee's  view. 

The  bill  provides  that  after  a  certificate  of  need  is  issued,  review  of 
the  progress  being  made  in  making  the  equipment,  facility,  or  service 
available  for  use  shall  be  conducted  annually.  If  it  is  determined  that 
adequate  progress  is  not  being  made,  that  is  the  timetable  set  forth 
in  the  application  is  not  being  met  and  the  applicant  is  not  making  a 
good  faith  effort  to  meet  it,  the  certificate  shall  be  withdrawn.  The 
Committee  believes  that  the  issuance  of  a  certificate  or  need  implies 
an  obligation  to  the  public  to  make  such  facility  or  service  available 
at  the  earliest  possible  time.  However,  in  certain  cases,  delays  cannot 
be  avoided,  and  the  HSA  and  the  State  agency  in  their  review  of 
annual  progress  must  consider  whether  the  applicant  has  made  a  good 
faith  attempt  to  carry  out  the  project  which  was  proposed  and 
approved. 

The  bill  requires  that  a  certificate  of  need  shall  specify  the  maximum 
amount  of  a  capital  expenditure  which  may  be  obligated  for  an  ap- 
proved project.  It  also  requires  that  the  program  prescribe  the  extent 
of  additional  review  required  of  a  project  that  exceeds  the  maximum 
capital  expenditure  approved.  For  example,  a  State  might  establish 
rules  that  no  review  would  be  required  if  there  were  less  than  a  5% 
overrun  but  require  review  if  expenditures  totaled  more  than  that 
amount;  alternatively,  further  review  might  be  tied  to  increases  in 
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excess  of  an  inflation  factor  which  would  recognize  construction  cost 
increases. 

The  reported  bill  also  requires  that  a  certificate  of  need  program 
provide  an  appeal  mechanism  to  any  applicant  who  is  dissatisfied  with 
a  decision  made  under  the  program.  The  mechanism  must  be  consistent 
with  State  law  governing  the  jDractices  and  procedures  of  administra- 
tive agencies.  The  Committee  believes,  that  if  a  State  has  such  laws 
it  should  be  allowed  to  use  the  procedures  that  would  normally  be 
used  within  the  State,  however,  if  the  State  has  no  such  law,  then  the 
appeal  should  be  heard  by  an  entity,  other  than  the  SHPDA,  desig- 
nated by  the  Governor. 

The  bill  requires  that  the  certificate  of  need  program  provide  that 
each  decision  of  the  State  agency  to  issue  a  certificate  of  need  shall  not 
be  inconsistent  with  the  State  health  plan  which  is  in  effect.  If  the 
State  health  plan  does  not  address  the  need  for  a  type  of  service  or 
facility  or  set  forth  criteria  for  its  review,  the  HSA  and  the  State 
agency  would  use  other  criteria  which  they  have  adopted  pursuant 
to  section  1532  to  determine  whether  or  not  an  expenditure,  service 
or  equipment  should  be  approved. 

The  reported  bill  also  requires  that  a  certificate  of  need  be  issued 
by  the  State  agency  solely  on  the  basis  of  the  record  established  in 
administrative  proceedings  held  with  respect  to  the  application  for 
such  certificate  of  need.  It  further  requires  that  the  Secretary  of  HEW 
shall  not  find  a  State  certificate  of  need  program  to  be  satisfactory 
unless  each  determination  of  need  is  made  solely  on  the  basis  of  the 
re\iew  conducted  in  accordance  with  the  procedures  and  criteria 
adopted  by  the  program.  This  amendment  expresses  the  expectation 
that  the  planning  agency  base  its  decision  on  the  information  developed 
pursuant  to  its  review  and  contained  in  the  review  record  and  not  on 
extraneous  factors.  It  also  addresses  the  committee's  concern  with 
respect  to  the  practice  in  some  States  in  which  the  State  legislature  en- 
acts legislation  directing  the  State  ageucy  to  approve  specific  projects. 
Such  legislative  action  circumvents  the  certificate  of  need  process,  and 
the  committee  would  expect  the  Secretary  to  find  a  State's  certificate 
of  need  program  unsatisfactory  if  a  pattern  of  such  intervention  were 
to  develop. 

The  certificate  of  need  program  may  conduct  reviews  in  such  a 
manner  that  comparisons  of  similar  applications  for  certificates  are 
made  and  priorities  for  approval  are  established.  The  provision  allows 
for  the  batching  of  like  or  similar  applications  for  certificate  of  need 
review.  The  committee  feels  that  this  approach  will  lead  to  more 
rational  consideration  of  the  need  for  new  ser\dces  since  the  first 
applicant  to  propose  a  new  service  or  facility  may  not  be  best  able  to 
provide  that  service  or  facility  in  an  effective  or  efficient  fashion.  If 
batching  is  to  occur,  it  is  expected  that  States  would  establish  a 
period  longer  than  90  days  to  provide  sufficient  time  for  adequate 
consideration  of  proposals. 

The  proposed  legislation  would  require  each  State  to  exempt  cer- 
tain providers  from  certificate  of  need  requirements.  Three  categories 
of  providers  would  not  be  required  to  obtain  a  certificate  of  need 
prior  to  the  offering  of  an  institutional  health  service,  the  acquisi- 
tion of  major  medical  equipment,  or  the  obligation  of  a  capital 
expenditure.  These  include  (1)  a  health  maintenance  organization  if 
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at  least  75  percent  of  the  patients  who  receive  the  institutional  health 
service  or  the  health  service  provided  with  such  equipment  or  through 
such  expenditure  are  enrolled  with  the  HMO,  (2)  any  other  pro- 
vider of  health  services  which  provides  or  otherwise  makes  available 
ambulatory  and  inpatient  services  on  a  prepaid  basis  to  individuals 
enrolled  with  the  provider  to  receive  such  ambulatory  and  inpatient 
services  on  such  basis  if  at,  least  75  percent  of  the  patients  who  receive 
the  institutional  health  service  or  the  health  service  provided  with 
such  equipment  or  through  such  expenditure  are  so  enrolled,  or  (3) 
any  other  provider  of  health  services  if  the  provider  has  entered  into 
agreements  with  one  or  more  of  the  organization  or  providers  of 
health  services  described  in  (1)  or  (2)  if  at  least  75  percent  of  the 
annual  revenues  of  the  institutional  health  service  or  the  health 
service  provided  with  such  equipment  or  through  such  expenditure 
will  be  provided  by  providers  described  in  (1)  or  (2)  under  such 
agreements. 

To  receive  an  exemption,  these  providers  would  notify  the  HSA 
and  the  State  agency  30  days  in  advance  of  any  contractual  agree- 
ments. The  notice  shall  describe  the  service  that  will  be  offered  and 
the  basis  for  the  provider's  determination  that  the  provider  is  exempt. 
No  later  than  15  months  after  the  offering  of  a  health  service,  the 
exempt  organization  or  provider  shall  report  to  the  HSA  and  the 
State  agency,  in  the  case  of  entities  described  in  (1)  or  (2)  above 
the  percentage  of  patients  receiving  services  who  are  enrolled  on  a 
prepaid  basis,  or  in  the  case  of  a  provider  in  (3)  above  the  revenue 
received  in  the  year  reported  under  the  agreements  with  prepaid 
providers. 

If  on  the  basis  of  the  report  the  agency  determines  that  the  exempt 
organization  or  provider  is  not  meeting  the  minimum  requirement 
of  75  percent  of  the  patients  or  75  percent  of  the  total  revenues  re- 
spetively  the  State  agency  shall  notify  in  writing  the  organization 
or  the  provider  that  it  shall  not  be  permitted  to  use  the  service,  equip- 
ment, or  expenditure  in  the  provision  of  health  services  to  other  than 
individuals  enrolled  with  an  organization  or  provider  (described 
in  (1)  and  (2)  to  receive  health  services  on  a  prepaid  basis.  The  com- 
mittee expects  the  State  to  take  whatever  legal  actions  necessary  to 
enforce  the  prohibition.  The  provider  of  health  services  which  is  not 
permitted  to  use  the  service  or  equipment  provided  except  for  in- 
dividuals enrolled  on  a  prepaid  basis  shall  make  annual  reports  to 
the  State  agency  involved  so  that  it  can  determine  to  provider's  com- 
pliance with  the  requirement.  The  State  agency  shall  notify  the 
Secretary  of  HEW  that  the  provider  is  prohibited  from  using  such 
service,  equipment,  or  expenditure  to  provide  services  to  individuals 
who  are  entitled  to  Medicare  benefits  and  for  whom  the  provider 
would  otherwise  receive  reimbursement  under  section  1815  of  the 
Social  Security  Act  for  the  provision  of  such  services.  The  SHPDA 
shall  also  notify  the  State  agency  responsible  for  administering  the 
State  Medicaid  programs.  It  is  the  committee's  intent  that  the  Secre- 
tary establish  rules  so  that  Medicare  and  Medicaid  will  not  reim- 
burse any  of  the  costs  of  the  service,  equipment  or  expenditure  other 
than  the  cost  related  to  its  beneficiaries  receiving  services  on  a  pre- 
paid basis.  It  is  the  committee's  belief  that  it  would  be  unreasonable 
for  the  Secretary  to  permit  payment  through  Titles  XVIII  and  XIX 
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of  the  Social  Security  Act  for  costs  which  may  not  be  incurred  for 
the  benefit  of  Medicare  and  Medicaid  beneficiaries. 

If  on  the  basis  of  reports  filed,  State  agency  determines  that  the 
provider  is  meeting  the  75  percent  requirement,  the  prohibition  and 
penalty  shall  be  removed. 

The  committee  in  adopting  this  amendment  intends  to  encourage 
organizations,  groups,  and  individual  providers  providing  a  range 
of  ambulatory  and  inpatient  services  on  a  prepaid  basis.  The  devel- 
opment, of  such  groups  should  offer  consumers  a  choice  between  pre- 
paid care  and  fee  for  service  care  and  the  committee  wishes  to 
encourage  the  competition  between  those  systems  of  care  that  will 
develop. 

The  reported  bill  includes  a  provision  that  would  prohibit  a  State 
from  covering  the  services,  equipment  and  capital  expenditures  of  a 
health  maintenance  organization  for  other  than  the  minimum  re- 
quirements set  forth  for  certificate  of  need  coverage  in  Title  XY. 
The  committee  recognizes  that  this  is  a  reversal  of  the  provisions  m 
current  law  which  require  certificate  of  need  programs  to  cover 
health  maintenance  organizations.  This  has  led  to  certificate  of  need 
coverage  of  the  establishment  of  health  maintenance  organizations 
and  of  the  ambulatory  centers  of  health  mauitenance  organizations. 
The  committee  is  concerned  that  this  requirement  has  placed  health 
maintenance  organizations  on  unequal  footing  with  the  fee  for  serv- 
ice sector  since  States  are  not  required  to  cover  the  establishment  or 
ambulatory  facilities  of  fee  for  service  providers.  The  committee  thus 
feels  that  this  prohibition  is  necessary  to  correct  the  problem  created 
by  the  initial  law. 

Under  existing  law  for  purposes  of  health  planning  a  health  main- 
tenance organization  is  defined  in  regulations  prescribed  under  sec- 
tion 1122  of  the  Social  Security  Act.  The  Health  Maintenance  Organi- 
zation Amendments  of  1978,  Public  Law  95-559,  removes  the  require- 
ment that  health  maintenance  organizations  be  covered  under  section 
1122  and  thus  would  delete  the  definition  of  health  mainteance  organi- 
zation. However,  it  is  the  committee's  intent  that  a  similar  definition 
to  that  contained  in  the  regulations  issued  pursuant  to  section  1122  con- 
tinue to  be  used  for  purposes  of  Title  XY.  For  such  purposes  the  heath 
maintenance  organization  should  be  defined  to  mean  a  public  or  pri- 
vate organization,  organized  under  the  laws  of  any  State,  which  (1) 
provides  or  otherwise  makes  available  to  enrolled  participants  health 
care  services,  including  at  least  the  following  basic  health  care  serv- 
ices: usual  physician  services,  hospitalization,  laboratory,  X-ra;^,, 
emergency  and  preventive  ser^dces,  and  out  of  area  coverage :  (2)  is 
compensated  (except  for  co-payment)  for  the  provision  of  the  basic 
health  care  services  listed  in  (i)  above  to  enrolled  participants  on  a 
predetermined,  periodic  rate  basis:  and  (3)  provides  phvsicians'  serv- 
ices primarily  (i)  directly  through  physicians  who  are  either  employ- 
ees or  partners  of  such  organization,  or  (ii)  to  arrangements  with  in- 
dividual physicians  or  one  or  more  groups  of  physicians  (organized 
on  a  group  practice  or  individual  practice  basis) . 

The  reported  bill  contains  a  provision  that  requires  that  the  need 
for  the  construction,  expansion,  modernization,  acquisition  of  equip- 
ment, or  addition  of  services  shall  be  considered  on  the  basis  of  the 
need  for  and  availability  in  the  community  of  services  and  facilities 
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for  osteopathic  and  allopathic  physicians  and  their  patients.  State 
agencies  shall  also  consider  an  application  in  terms  of  its  impact  on 
existing  and  proposed  institutional  training  programs  for  doctors  of 
osteopathy  and  medicine  at  the  student,  internship,  and  residency 
training  levels.  During  the  couse  of  the  legislative  hearings,  the  issue 
of  discrimination  against  osteopathic  facilities  and  services  in  the 
certificate  of  need  process  was  raised  by  the  osteopathic  profession.  A 
potential  for  such  discrimination  was  recognized  by  the  Secretary  and 
promulgating  regulations  implementing  the  certificate  of  need  pro- 
visions of  Public  Law  93-641.  The  testimony  from  the  osteopathic 
profession  seems  to  indicate  that  discrimination  is  taking  place.  A'VHiile 
this  amendment  does  not  require  separate  consideration  for  osteo- 
pathic facilities  it  does  seek  to  assure  that  the  need  for  and  availability 
of  services  and  facilities  for  osteopathic  physicians  and  patients  will 
be  considered. 

The  Secretary  of  HEW  is  required  to  modify  existing  regulations 
within  180  days  of  the  date  of  enactment  specifying  the  requirements 
of  a  certificate  of  need  program  which  is  satisfactory  to  the  Secre- 
tary. The  committee  expects  the  Department  to  move  rapidly  on 
this  matter  so  that  States  in  turn  can  modify  their  existing  certificate 
of  need  program  to  bring  them  into  compliance  Avith  the  law. 

APPROPRIATENESS  REVIEW 

The  reported  bill  modifies  the  requriement  in  existing  law  that 
HSAs  and  State  Agencies  review  all  institutional  health  services  in 
their  areas  by  providing  that  they  review  at  least  those  instiutional 
health  services  which  have  been  designated  by  the  Secretary  for  ap- 
propriateness review.  The  bill  also  adds  home  health  services  to 
those  services  to  be  included  in  appropriateness  review.  In  limiting 
the  services  which  must  be  reviewed,  the  committee  acknowledges  the 
difficulty  which  health  planning  agencies  would  have  in  reviewing  all 
institutional  health  services,  given  current  resources  provided  for 
health  planning.  At  the  same  time,  it  is  particularly  important  to 
review  those  institutional  health  services  which  are  least  cost  effective 
and  most  inappropriately  used.  In  establishing  minimum  services  for 
review,  the  committee  expects  the  Secretary  to  consider  the  availability 
of  the  planning  agencies'  resources  to  carry  out  this  fimction  and  to 
give  priority  to  selecting  those  services  which  exhibit  a  pattern  of  hi^h 
unit  cost  and  those  with  low  levels  of  occupancv  or  utilization.  In  this 
way,  institutions  Avill  be  encouraged  to  consider  actions  which  con- 
solidate or  terminate  services  which  are  no  lonofer  needed. 

The  committee  expects  the  HSA  and  SHPDA  to  examinine  the 
appropriateness  of  existing  institutional  health  and  home  health 
services  in  terms  of  their  availability,  accessibility,  cost  and  quality. 
Other  factors  such  as  acceptabilitv  and  continTiitv  misrht  also  be 
addressed.  The  committee  expects  that,  after  giving  consideration  to 
the  relevant  criteria  in  section  1532(c) ,  each  agency  will  adopt  criteria 
relating  to  these  characteristics  and  apply  them  in  its  re\aew  of 
existing  health  services.  The  committee  wishes  to  draw  attention  to 
the  close  relationship  between  the  plan  development  and  appropri- 
ateness review  functions.  Appropriateness  review  which  entails  a 
thorough  examination  of  a  specific  service  delivered  throughout  an 
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area  will  yield  findings  which  will  be  helpful  in  developing  or  revising 
the  health  systems  plan.  The  plan  should  include  recommendations 
for  dealing  with  problems  identified  in  carrying  out  the  review.  At  the 
same  time,  in  carrying  out  the  plan  development  function,  services 
should  be  identified  which  require  the  detailed  examination  provided 
by  appropriateness  review. 

The  committee  notes  that  appropriateness  review  findings  can  be 
made  on  either  an  area  wide  basis  or  institution-specific  basis.  The  de- 
cision on  how  specific  an  appropriateness  review  recommendation  or 
finding  by  the  health  systems  agency  or  the  State  agency  should  be 
based  upon  the  nature  and  the  seriousness  of  the  problem  which  makes 
the  service  inappropriate,  its  susceptibility  to  change,  the  amount  of 
information  the  agency  has  about  the  problem,  and  judgments  about 
how  best  to  achieve  needed  changes  within  the  agency's  area.  It  is  the 
committee's  intent  that  agencies  within  each  State  make  the  decision 
on  how  best  to  handle  this  issue.  It  is  the  committee's  expectation  that 
over  time  agencies  will  be  able  to  make  detailed  appropriateness  re- 
view findings.  Such  findings  should  provide  the  consumer  with  better 
information  about  the  health  services  which  are  available  so  that  in- 
formed choices  can  be  made  about  the  institutions  from  which  services 
are  received.  The  committee  notes  the  general  lack  of  information  on 
the  part  of  the  consumer  about  the  services  he  receives  and  sees  the 
appropriateness  re^^^ew  function  as  one  way  in  which  the  con- 
sumer can  be  provided  with  additional  information  about  a  service's 
availability,  accessibility,  cost  and  quality.  For  example,  consumers 
should  have  information  about  underutilization  of  a  service  or  un- 
usually high  mortality  rates  in  an  institution.  Such  specific  findings 
should  also  provide  institutions  with  recommendations  of  the  changes 
w^dch  should  take  place  to  make  the  services  of  the  area  appropriate. 

When  an  agency  makes  its  reeommendation  on  finding  on  an  institu- 
tion-specific basis,  the  committee  expects  that  it  will  establish  hearing 
procedures  to  ensure  that  each  institution  under  review  will  have  an 
adequate  opportunity  to  present  all  relevant  information  regarding 
its  services  and  facilities. 

The  committee  did  not  adopt  a  provision  which  would  require 
States  to  establish  decertification  programs  which  would  assure  that 
appropriateness  review  findings  are  implemented.  Some  see  the  appro- 
priateness review  findings  are  implemented.  Some  see  the  appropriate- 
nesss  review  function  as  havins:  limited  value  without  clear  sanctions 
which  can  be  applied  to  assure  actions  are  taken  in  response  to  appro- 
priateness review  findinirs.  In  the  committee's  view,  however,  a  number 
of  difficult  problems  with  respect  to  decertification  remain  unresolved, 
including  questions  relatinsf  to  the  retirement  of  outstanding  debt, 
employee  rights,  and  physician  privileo-es.  '\Aliile  is  is  important  that 
the  existing:  health  care  system  maintain  only  needed  capacity.^  more 
study  of  these  problems  is  needed  before  across-the-board  action  is 
taken. 

The  reported  bill,  therefore,  establishes  a  demonstration  grant  pro- 
gram to  States  for  reduction  of  excess  capacity.  The  purpose  of  this 
program  would  be  to  demonstrate  the  effectiveness  of  various  ap- 
proaches for  identif^^inof  and  reducino-  excess  capacity  in  the  resources 
and  facilities  of  hospitals.  States  would  be  given  additional  grant 
funds  to  engage  in  the  following  activities : 
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(1)  Identifying  excess  hospital  capacity  (by  geographic  region 
or  by  health  service)  ; 

(2)  Developing  programs  to  inform  the  public  of  the  costs  asso- 
ciated with  excess  hospital  capacity ; 

.  (3)  Developing  programs  to  reduce  excess  hospital  capacity  in 
a  manner  which  will  produce  the  greatest  savings  in  the  cost  of 
health  care  delivery ; 

(4)  Developing  mechanisms  to  overcome  barriers  to  the  reduc- 
tion of  excess  hospital  capacity :  and 

(5)  Any  other  activity  related  to  the  reduction  of  excess  hospital 
capacity. 

Under  the  proposed  legislation,  $4  million  is  authorized  to  be  appro- 
priated for  each  of  the  next  three  fiscal  years  to  implement  this 
program. 

This  demonstration  program  is  inteneded  to  help  clarifs^  and  resolve 
some  of  the  outstanding  questions  relating  to  the  reduction  of  excess 
capacity.  For  example,  it  is  clear  that  the  closing  of  whole  hospitals  is 
more  cost  effective  than  closing  units  within  a  hospital  or  beds  within  a 
unit  but  the  magnitude  of  the  differences  is  not  well  known.  Similarly, 
there  is  wide  misunderstanding  about  the  general  costs  of  excess 
capacity  and  little  public  understanding  of  the  need  to  increase  the  effi- 
ciency of  the  health  care  delivery  system.  Different  approaches  to  edu- 
cating the  public  in  understanding  these  issues  should  be  undertaken 
with  the  hope  of  raising  public  awareness  of  these  problems  to  a  point 
where  action  can  be  taken.  In  addition  States  may  want  to  develop  vol- 
untary or  mandatory  programs  to  stimulate  capacity  reduction.  A  State 
program  might  involve  developing  closer  linkages  between  the  appro- 
priateness review  function  of  health  planning  and  rate  setting  pro- 
grams at  the  State  level ;  developing  a  State  fund  from  State  general 
revenues  or  from  a  tax  or  levy  on  insurance  premium  dollars  to  reim- 
burse hospitals  for  the  retirement  of  outstanding  debt  and  other  costs 
related  to  closure;  or  developing  licensure  and  related  sanctions  to 
bring  about  efficiencies  in  the  delivery  system. 

The  committee  wishes  to  emphasize  that  neither  this  section  or  other 
sections  of  Title  XY  requires  facilities  that  are  found  to  be  no  longer 
needed  to  close.  Such  action  can  only  be  brought  about  by  voluntary 
action  or  as  a  result  of  State  law. 

RE^TEW  AXD  APPROVAL  OF  PROPOSED  USES  OF  FEDERAL  FUXDS 

The  reported  bill  requires  the  SHCC  to  review  any  application 
submitted  to  the  Secretary  by  a  State  or  a  grant  or  contract  authorized 
under  the  Public  Health  Service  Act,  the  Community  ^lental  Health 
Centers  Act,  the  Comprehensive  Alcohol  Abuse  and  Alcoholism  Pre- 
vention, Treatment  and  Eehabilitation  Act  of  1970.  and  Section  409 
of  the  Drug  Abuse  Office  and  Treatment  Act  of  1972  for  jDrojects  wliich 
will  affect  more  than  one  health  ser^ace  area.  This  amendment  is  made 
to  avoid  duplication  of  review  activities  of  grants  made  to  States  which 
have  a  statewide  impact  or  create  a  statewide  program  such  as  a 
commimicable  disease  control  program,  a  statewide  emergency  medi- 
cal ser^dces  network,  or  immunization  initiatives.  T\Tiile  the  SHCC 
would  have  responsibility  for  re^dewing  such  programs,  it  is  expected 
that  a  copy  of  the  application  would  be  provided  to  each  HSA  so  that 
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it  would  be  aware  of  the  proposed  services  and  be  in  a  position  to 
advise  the  SHCC  on  the  impact  of  such  services  on  its  health  service 
area. 

The  reported  bill  provides  for  the  SHCC  to  recommend  approval 
or  disapproval  of  any  plan  or  application  submitted  to  the  Secretary 
as  a  condition  of  receipt  of  any  funds  under  allotments  made  to  a 
State  under  the  Public  Health  Service  Act  and  related  Acts.  If  the 
SHCC  recommends  disapproval  of  a  plan  or  application  the  Secretary, 
after  making  a  findinof  that  such  plan  or  application  is  not  in  conform- 
ity with  the  State  health  plan,  may  not  make  Federal  funds  available 
under  such  State  plan  or  application.  However,  if  the  Secretary 
makes  such  a  findinfr.  he  shall  notify  the  Governor  of  his  finding  and 
the  reasons  for  it  and  ad^^ise  him  that  he  has  30  days  in  which  to  submit 
a  revised  plan  or  application  that  conforms  with  the  State  health  plan. 
The  existinof  law  allows  the  SHCC  to  review  and  approve  or  disap- 
prove any  such  application,  and  its  decision  is  binding  upon  the  Secre- 
tary unless  the  Governor  of  the  State  requests  that  the  Secretary  review 
the  SHCC  decision.  The  effect  of  the  change,  therefore,  is  to  reqtiire 
the  Secretary  to  act  in  the  case  of  a  SHCC  disapproval  of  an  applica- 
tion or  plan  without  the  specific  request  of  a  Governor  of  a  State  to 
reconsider  the  SHCC's  recommendation. 

Certain  federally  funded  grants  and  contracts  for  research  and 
training  awarded  under  Titles  IV.  TIL  and  VIII  of  the  Public  Health 
Service  Act  do  not  require  HSA  review  and  approval  under  section 
1513(e)  (1)  (B).  The  committee  proposal  deletes  specific  reference  to 
these  titles  and  refers  instead  to  research  and  training  grants  and 
contracts.  It  is  the  committee's  intent  that  all  grants  and  contracts  for 
research  and  training  be  subject  to  this  same  provision.  The  com- 
mittee proposal  also  changes  the  basis  for  determining  which  grants 
and  contracts  are  to  be  reviewed.  Grants  and  contracts  for  research 
and  training  are  to  be  reviewed  if  they  are  made,  entered  into,  or 
used  for  the  development,  expansion  or  support  of  health  resources 
which  (a)  in  the  case  of  grants  or  contracts  for  training*,  would  make 
a  significant  change  in  the  health  services  available  in  the  health  serv- 
ice area  :  or  (b)  in  the  case  of  grants  and  contracts  for  research,  would 
significantlv  change  the  delivery  of  health  services  or  the  distribution 
or  extent  of  health  resources  available  to  persons  in  the  health  service 
area  other  than  those  who  are  participants  in  the  research-^  The  com- 
mittee notes  that  research  often  includes  clinical  trials.  Such  trials 
include  demonstration  projects  designed  to  answer  qtiestions  about 
the  general  applicability  of  procedures,  drug-,  or  devices  with  po- 
tential usefulness  that  have  not  been  tested  in  non-laboratory  set- 
tings. The  committee  intends  that  such  projects  generally  shall  not  be 
reviewed  unless  the  project  is  to  continue  beyond  the  research  stage 
and  then  only  in  cases  where  it  would  make  a  significant  change  on  the 
services  or  resources  in  the  area  as  described  aboA^e. 

The  committee  believes,  however,  that  certain  categories  of  research 
projects  should  be  reviewed  in  all  cases.  They  are:  (1)  projects  m- 
voving  a  demonstration  of  a  therapeutic  modality  in  which  the  terms 
of  the  fundino-  commits  public  or  private  health  care  providers  or 
heahh  care  institutions  to  the  initiation,  expansion,  or  continuation 
of  demonstrated  procedures:  ('2)  demonstration  proiects  where  the 
equipment  or  personnel  used  in  the  demonstration  will  continue  to  be 
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used  to  provide  health  care  services  once  the  demonstration  is  over; 
and  (3)  demonstration  where  patients  vrho  are  not  part  of  the  demon- 
stration protocol  can  gain  access  to  the  procedures. 

The  committee  would  expect  the  Secretary  to  define  the  term  "sig- 
nificant change"  with  respect  to  other  research  projects  in  a  way  which 
is  similar  if  not  identical  to  the  thresholds  established  for  a  satis- 
factory certificate  of  need  program.  The  definition  of  "significant 
change"  in  the  health  services  available  in  a  health  service  area  as 
it  relates  to  grants  or  contracts  for  training  may  need  further  defini- 
tion. In  that  process  the  committee  would  expect  the  Secretary  to  con- 
sult with  both  those  involved  in  health  professions'  education  as  well 
as  those  involved  in  health  planning. 

The  reported  bill  provides  that  when  a  State  is  to  make  a  grant 
or  contract  in  a  health  service  area  from  funds  received  under  the 
covered  acts,  the  Governor  of  the  State  shall  allow  each  HSA  60  days 
to  review  the  proposed  uses  of  those  funds  in  its  area  and  approve  or 
disapprove  such  use.  The  Governor,  after  taking  into  consideration 
on  HSA's  decision  and  any  comments  which  the  SHPDA  has  de- 
veloped, may  make  such  Federal  funds  available  for  use  notwith- 
standing the  disapproval  of  an  HSA,  only  if  the  decision  of  the  Gov- 
ernor is  made  available  to  the  appropriate  HSA  and  the  SHPDA 
and  contains  a  detailed  statement  of  the  reasons  for  the  decision.  Exist- 
ing law  requires  the  HSA  to  report  recommendations  on  such  uses  of 
funds  made  by  State  government  in  its  health  service  area  to  the  Secre- 
tary. This  change  has  been  made  because  bringing  the  Secretary  into 
the  decision  making  process  after  a  State  has  already  received  its  grant 
funds  is  awkward  and  inappropriate. 

COOEDIN-ATION  OF  HEALTH  PLANNING  WITH  RATE  EEVIEW  ! 

The  reported  bill  requires  that  the  HSA  and  the  SHPDA  coordinate  i 
their  activities  with  the  activities  of  any  entity  of  the  State  which  I 
reviews  the  budgets  and  rates  of  health  care  facilities.  Such  coordina- 
tion might  involve  the  sharing  of  data,  reciprocal  review  of  j^lans 
and  other  policy  documents;  joint  development  of  criteria  and  stand- 
ards for  project  review ;  provision  by  the  rate  review  asrency  of  advice 
on  proposed  capital  expenditure  projects;  participation  by  the  rate 
review  agency  in  appropriateness  review,  particularly  in  determining 
the  reasonableness  of  rates  being  established  for  a  particular  service; 
the  use  of  reimbursement  sanctions  to  enforce  appropriateness 
review  decisions;  and  the  participation  by  the  agency  which  reviews 
rates  or  budg-ets  in  educational  or  training;'  sessions  for  health  planning 
agency  participants.  To  facilitate  coordination,  a  health  planning 
agency  should  consider  entering  into  a  written  asrreement  with  the  j 
rate  review  agency  as  well  as  the  establishment  of  staff  to  be  respon-  ; 
si.ble  for  the  interaction  between  the  two  organizations.  The  committee 
feels  strongly  that  coordinating  heaUh  ptanning  activities  with  re- 
lated review  and  regulatory  proorams  is  a  high  prioritv  and  that  such 
coordination  can  maximize  the  effectiveness  of  both  efforts. 

The  reported  bill  proposes  a  number  of  changes  in  Section  1526, 
grants  for  rate  resrulRtion.  Specificallv,  it  removes  the  restriction  that 
a  maximum  of  six  States  can  participate  and  it  allows  the  grant  to 
be  made  to  any  unit  of  State  government  which  desires  to  regulate  \ 
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rates,  and  such  that  any  State  which  shows  an  interest  in  demonstrat- 
ing the  effectiveness  of  regulating  rates  would  be  able  to  participate 
while  removing  the  requirement  that  the  SHPDA  be  the  agency  for 
rate  review  under  this  demonstration  provision,  it  remains  the  pri- 
mary purpose  of  these  grants  to  demonstrate  both  the  effectiveness 
of  regulating  rates  and  coordinating  rate  regulation  activities  with 
health  planning  at  the  State  and  areawide  level.  The  committee 
would  urge  the  Secretary  to  award  grants  to  States  which  are  willing 
to  experiment  with  different  organizational  structures  and  which  are 
innovative  in  their  approaches  to  coordinating  these  two  important 
functions. 

coordixatiox  tstthix  staxdard  3iete0p0litax  statistical  areas 
(smsa's)  axd  with  other  extities 

The  reported  bill  requires  that  each  HSA  which  has  all  or  part  of 
its  health  service  area  within  a  SMSA  shall  coordinate  its  activity 
with  the  activities  of  any  other  HSA  which  is  serving  the  SMSA. 
Such  coordination  is  to  be  carried  out  in  accordance  with  a  program 
developed  by  the  HSAs  and  shall  provide  for  the  joint  review  of  each 
HSP  and  AIP  developed  for  each  health  service  area,  of  the  criteria 
used  in  making  reviews  affecting  the  area,  and  of  each  decision  under 
certificate  of  need  which  affects  the  area.  In  addition,  the  committee 
hopes  that  a  number  of  joint  activities  would  evolve,  including  joint 
task  forces  on  the  establishment  of  planning  ^joals  for  the  SMSA,  coor- 
dination and  integrated  use  of  data  for  the  SMSA,  and  joint  planning 
and  re\dew  task  forces. 

The  committee  reiterates  its  intention  that  S^ISAs  not  be  divided 
except  in  rare  instances.  In  cases  where  this  has  occurred  and  is 
necessary  for  effective  health  planning,  the  activities  of  the  HSAs 
must  be  coordinated. 

STATE  health  PLAXXIXG  DE\T:L0P3IEXT  AGEXCIES  (SHPDA) 

The  reported  bill  requires  the  Secretary  to  provide  each  HSA 
within  a  State  with  an  opportunity  to  comment  on  the  performance 
of  the  State  agency  prior  to  the  renewal  of  the  designation  agreement 
with  the  agency.  The  committee  hopes  that  this  provision  will  pro- 
vide the  Secretary  with  additional  information  about  the  performance 
of  the  SHPDA  particularly  with  respect  to  its  support  of  areawide 
health  planning  within  the  State  in  both  the  health  plan  develop- 
ment and  project  review  and  appropriateness  review  areas.  The  Sec- 
retary should  seriously  consider  the  comments  of  the  HSA  and.  if 
necessary,  add  conditions  to  the  designation  agreement  or  grant  to 
promote  the  development  of  a  better  coordinated  health  planning 
system  within  the  State.  The  Secretary  may  not  terminate  or  fail  to 
renew  an  agreement  before  consulting  the  National  Council  on  Health 
Plannincr  and  Development. 

The  bill  allows  the  Secretary  to  enter  into  a  designation  agreement 
with  a  State  for  up  to  36  months.  It  also  sets  forth  a  procedure  for  the 
Secretary  to  terminate  or  not  renew  an  agreement  with  a  SHPDA  if  it 
is  not  complying  with  the  provisions  of  the  asfreement.  This  procedure 
requires  the  Secretary  to  consult  with  the  SHCC,  to  give  the  SHPDA 
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adequate  notice  of  its  intention  to  terminate  or  not  renew  the  designa- 
tion agreement,  and  to  provide  the  SHPDA  with  a  reasonable  oppor- 
tunity for  a  hearing  prior  to  a  decision  being  made. 

The  legislation  requires  the  SHPDA  to  prepare  an  inventory  of  the 
medical  facilities,  other  than  Federal  facilities,  located  in  the  State 
and  to  evaluate  on  an  ongoing  basis  the  extent  to  which  such  facilities 
are  in  need  of  modernization  or  conversion  to  other  uses.  The  results 
of  this  inventory  and  evaluation  should  be  provided  to  the  HSAs  for 
use  in  their  health  plan  development  activities.  The  committee  notes 
that  this  inventory  function  is  not  a  new  requirement  but  is  currently 
required  under  Title  XVI  as  part  of  the  development  of  the  State 
medical  facilities  plan.  The  reported  bill  repeals  the  provisions  of  title 
XVI  which  provides  allotment  grants  for  health  care  facility  con- 
struction to  States  and  requires  the  development  of  a  State  medical 
facilities  plan.  It  is  the  committee's  view  that  by  including  the  inven- 
tory requirement,  all  the  requirements  necessary  for  sound  health 
planning  for  health  care  services  and  facilities  will  be  contained  in  j 
Title  XV ;  thus,  the  requirement  for  a  separate  State  medical  facilities  ! 
plan  is  duplicative  and  no  longer  necessary.  Decisions  about  the  need 
for  health  care  facility  resources  should  take  place  after  the  HSA  has 
identified  the  goals  and  related  actions  necessary  to  provide  adequate 
health  care  services  for  its  area.  These  goals  and  resource  requirements 
should  then  be  integrated  into  the  State  health  plan  by  the  SHPDA 
and  approved  by  the  SHCC.  In  doing  so,  both  the  HSA  and  the 
SHPDA  may  wish  to  summarize  or  consolidate  the  facility  resource 
requirements  in  one  section  of  the  plan. 

The  reported  bill  clarifies  and  changes  provisions  of  existing  law 
which  require  that  each  State  have  a  fully  designated  SHPDA  by 
September  30,  1980  if  the  Secretary  is  to  continue  to  make  allotments, 
grants,  loans,  loan  guarantees  or  contracts  available  under  the  Public 
Health  Service  Act,  the  Community  Mental  Health  Centers  Act,  or 
the  Comprehensive  Alcoholic  Abuse  and  Alcoholism  Prevention, 
Treatment,  and  Eehabilitation  Act  of  1970  for  the  development,  ex- 
pansion or  support  of  health  resources  in  the  State. 

The  first  change  would  be  to  lessen  the  penalty  from  a  withhold- 
ing of  all  grants,  loams,  loan  guarantees  or  contracts  in  the  State  to 
withholding  grants  and  contracts  entered  into  with  the  State.  This 
would  include  both  formula  and  project  grants  made  to  the  State 
under  the  referenced  Acts.  The  committee  has  adopted  this  change 
so  that  the  penalty  is  placed  on  the  State  government  which  has 
the  authority  to  comply  with  the  law  in  order  to  avoid  the  penalty. 
The  second  change  is  to  allow  some  States  more  time  to  comply  j 
with  existing  law  and  the  new  provisions  added  by  these  amend- 
ments. It  would  provide  that  the  penaltv  would  take  effect  if  a 
State  did  not  have  a  fully  designated  SHPDA  upon  the  expiration 
of  (1)  September  30,  1980,  (2)  the  first  regular  session  of  the  legis- 
lature of  the  State  which  begins  after  the  promulgation  of  regula- 
tions under  section  117  (e)  of  these  amendments  dealing  with 
certificate  of  need  requirements,  or  (3)  the  sixth  month  after  the 
month  in  which  such  regulations  are  promulgated  whichever  occurs 
later.  The  committee  has  adopted  this  provision  to  allow  each  State 
to  have  adequate  time  to  meet  the  requirement  in  law  as  modified 
by  these  amendments.  The  committee  hopes  that  States  will  move  | 
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ahead  aggressively  to  develop  effective  planning  programs  and  come 
into  compliance  with  the  law  well  before  the  date  the  penalty  would 
become  effective. 

The  reported  bill  will  allow  the  Secretary  to  extend  the  period  of 
a  conditional  designation  agreement  for  a  State  health  planning 
and  development  agency  for  such  additional  time  as  he  finds  appro- 
priate if  he  finds  that  the  designated  State  agency  is  making  a  good 
faith  effort  to  comply  with  the  requirements  of  section  1523.  The 
committee  hopes  that  few  States  will  need  additional  time  but  recog- 
nizes that  delays  in  establishing  the  requirements  for  a  satisfac- 
tory certificate  of  need  program  and  other  requirements  of  the 
|l  programs  have  hampered  some  States  in  moving  toward  full 
I  designation.  The  committee  intends  that  one  of  the  important  fac- 
j|    tors  to  be  used  by  the  Secretary  in  determining  whether  a  State  is 

I making  a  good  faith  effort  to  comply  with  the  requirements  of  sec- 
tion 1523  would  be  serious  legislative  activity  to  establish  a  satis- 
factory certificate  of  need  program. 

STATEWIDE  HEALTH  COORDINATION  COUNCIL  COMPOSITION 

i  The  reported  bill  provides  that  an  interstate  HSA  shall  have  a 
]  number  of  representatives  on  the  SHCC  based  on  the  relationship 
of  the  population  of  that  portion  of  its  health  service  area  in  the 
State  to  the  population  of  the  largest  health  service  area  within  the 
State.  However,  each  such  interstate  HSA  shall  have  at  least  one 
representative  on  the  SHCC. 

The  committee  proposal  also  provides  that  in  States  which  have 
more  than  10  health  systems  agencies,  each  HSA  is  entitled  to  only 
one  HSA  representative  on  the  SHCC  rather  than  two  representa- 
tives as  would  be  the  case  in  other  States.  This  provision  was  adopted 
so  that  the  size  of  the  SHCC  can  be  kept  manageable  in  States  that 
have  a  large  number  of  HSA's.  The  committee  wishes  to  point  out 
that  while  HSAs  in  States  with  more  than  10  HSAs  would  be 
entitled  to  only  one  representative,  this  would  not  preclude  the 
Governor  from  allowing  each  HSA  to  have  more  than  one  repre- 
sentative and  therefore  establishing  a  larger  Statewide  health  Coor- 
dinating Council. 

The  bill  also  provides  that  each  Agency  submit  to  the  Governor 
two  nominees  for  the  SHCC  for  each  representative  to  which  the 
Agency  is  entitled.  The  Governor  may  select,  by  and  with  the  advice 
and  consent  of  the  State  senate,  or,  in  the  case  of  a  State  with  a 
unicameral  legislature,  of  the  State  legfislature,  the  chairman  of 
the  SHCC  from  the  members  of  the  SHCC.  Of  the  provider  mem- 
bers of  the  SHCC,  at  least  one-half  must  be  direct  providers  as 
defined  in  section  1531(a)  and  at  least  one  must  be  a  person  engaged 
in  the  administration  of  a  hospital. 

AUTHORIZATIONS 

The  reported  bill  provides  authorizations  of  appropriations  for 
each  of  fiscal  years  1980,  1981  and  1982  for  HSAs,  SHPDAs,  State 
rate  setting  demonstrations,  technical  assistance,  and  the  area  health 
service  development  fund.  The  committee  wishes  to  note  that  as  more 
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health  systems  agencies  and  State  agencies  become  fully  designated 
and  assume  other  requirements  and  responsibilities  called  for  under 
the  Act,  and  as  other  legislation  which  have  been  or  are  being  con- 
sidered provides  additional  responsibilities  for  the  health  planning 
system,  adequate  Federal  financing  of  the  planning  program  will 
essential  to  its  success. 

The  committee  is  dismayed  that  no  funds  have  been  requested  or 
appropriated  for  the  area  health  services  development  fund.  When 
the  legislation  was  enacted  in  1974,  there  were  strong  feelings  that 
HSAs  should  have  the  ability  to  stimulate  the  development  of  addi- 
tional health  services  where  they  were  needed  in  addition  to  the 
authority  under  the  certificate  of  need  and  other  regulatory  pro- 
grams to  prevent  the  development  of  services  where  they  were 
unneeded.  The  area  health  services  development  fund  was  intended 
to  provide  the  health  planning  agency  with  seed  money  to  assist  others 
with  the  planning  and  development  of  needed  services  within  its 
health  service  area.  Now  that  HSAs  have  become  fully  designated 
and  have  developed  plans  which  clearly  identify  where  such  develop- 
ment funds  could  hb  properly  used,  the  committee  feels  that  it  is 
important  that  funds  be  available  for  this  purpose.  The  committee 
also  expects  the  Department  to  move  aggressively  to  develop  the 
guidelines  and  regulations  necessary  to  implement  this  portion  of 
the  law. 

REPORT  ON  EFFECTIVENESS  OF  PLANNING  LAW 

The  reported  bill  requires  the  Secretary  to  report  to  the  Congress 
on  the  results  of  his  review  under  section  1535  to  determine  the 
extent  to  which  the  health  of  the  residents  of  the  areas  has  been 
improved;  the  accessibility,  acceptability,  continuity  and  quality  of 
health  care  has  been  improved ;  and  the  increases  in  costs  of  the  pro- 
vision of  health  care  have  been  restrained.  The  committee  recog- 
nizes that  it  will  be  diflS.cult  to  show  a  causal  relationship 
between  these  outcome  indicators  and  health  planning  agency  per- 
formance. Much  of  what  health  planning  agencies  do  involves  get- 
ting others,  hospitals,  other  providers  and  consumers,  to  take  the 
actions  necessary  to  improve  the  health  care  delivery  system  and 
access  to  services.  Thus,  the  health  planning  agency  acts  as  a 
catalyst  for  change  and  not  as  a  direct  implementor  of  change.  How- 
ever, through  that  catalytic  action,  improvement  in  the  health  care 
system  and  in  health  status  can  be  brought  about;  it  is  the  com- 
mittee's intent  that  the  Secretary  make  a  concerted  effort  to  analyze 
and  summarize  these  changes. 

To  accomplish  this,  it  is  critical  that  the  Department  institute  a 
systematic  program  of  periodically  assessing  the  performance  of  both 
health  systems  agencies  and  State  agencies  as  well  as  continuously 
monitoring  their  ongoing  operations.  Such  assessment  and  monitoring 
clearly  requires  a  system  whereby  data  and  information  on  the  struc- 
ture, governance,  and  staffing  of  these  agencies,  their  planning,  regu- 
latory and  resource  development  activities,  and  selected  health  systems 
characteristics  and  changes  are  reported  at  least  annually  by  the 
health  planning  agencies  to  the  Department  in  a  consistent  format. 

The  committee  is  heartened  that  a  number  of  health  systems 
agencies  have  been  site  assessed  in  connection  with  the  Department's 
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review  of  their  anticipated  applications  for  full  designation  or  requests 
i  for  waiver  allowing  their  conditional  designation  beyond  24  months. 
It  is  concerned,  however,  that  only  some  rather  than  all  agencies  were 
site  assessed  prior  to  their  full  designation  (or  approval  of  waiver 
!  requests) ,  and  that  there  is  evidence  that  careful,  ongoing  monitoring 
j  of  State  and  local  agencies  is  not  carried  out  effectively  in  all  parts  of 
I     the  country. 

The  committee  is  also  concerned  about  the  lack  of  an  agency  re- 
porting system.  Without  such  a  system  not  only  is  the  Department 
handicapped  in  its  management  and  monitoring  of  the  health  planning 
program,  but  conpressional  committees  are  forced  to  rely  on  incom- 
plete, dated,  and  frequently  little  more  than  hearsay  information  on 
the  structure,  operations,  and  performance  of  health  systems  and 
State  agencies  in  their  deliberations.  It  is  incumbent,  therefore,  that 
the  Secretarv  of  Health,  Education,  and  Welfare  and  the  Director  of 
the  Office  of  Management  and  Budget  ensure  the  swift  development 
of  reporting  mechanisms  that  will  provide  needed  information.  In 
this  regard,  this  committee  wishes  to  call  attention,  to  its  1974  report 
which  accompanied  the  original  legislation. 

The  committee  is  further  aware  of  the  appalling  difficulty 
which  the  program  in  the  Department  has  had  in  getting 
clearance  for  the  reporting  system  and  the  forms  to  be  used 
in  it  through  the  Department  and  the  Office  of  Management 
and  Budget. 

This  situation  apparently  has  not  been  corrected. 

TECHNICAL  AMENDMENT 

The  Health  Maintenance  Organization  Amendments  of  1976, 
Public  Law  94-460  provided  that  a  health  maintenance  organiza- 
tion (HMO)  could  participate  in  Medicaid  on  a  prepaid  risk  basis 
only  if  it  was  qualified  under  Title  XIII  of  the  Public  Health  Service 
Act  if  no  more  than  50  percent  of  its  enrolled  population  was  Medi- 
care and  Medicaid  recipients.  The  law  provided  that  an  HMO  could 
have  up  to  three  years  to  meet  this  requirement,  provided  it  was  mak- 
ing progress  in  enrolling  non -Medicaid  and  Medicare  enrollees.  The 
three  year  period  started  on  the  date  the  organization  entered  into  a 
prepaid  risk  contract  with  the  State  Medicaid  agency  or  on  the  date 
the  amendment  was  passed,  which  ever  was  later.  For  those  organiza- 
tions which  already  had  contracts  to  cover  Medicaid  recipients  that 
effectively  gave  them  until  October  8,  1979  to  comply  with  the  provi- 
sion. Many  of  the  orsranizations  which  believed  they  could  qualify  as 
HMOs  applied  to  HEW  for  qualification.  However,  in  the  case  of  at 
least  one  of  the  HMOs  HEW  took  18  months  to  complete  the  quali- 
fication review  process  and  that  organization's  efforts  to  enroll  non- 
Medicaid  individuals  was  severely  hampered.  It  is  now  in  danger  of 
failing  to  meet  the  50  percent  requirement. 

The  committee  proposal  includes  an  amendment  to  the  Social  Sec- 
rity  Act  that  would  allow  an  organization  three  years  from  the  time 
it  received  HEW  qualification  to  meet  the  requirements  of  the  law 
concerning  the  enrollment  of  non-Medicaid  enrollees.  This  will  counter 
any  disadvantage  which  an  organization  received  because  of  the  delays 
in  the  HEW  qualification  process. 
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EFFECTIVE  DATE  ' 

The  committee  bill  provides  that  the  amendments  proposed  shall  ; 
take  effect  one  year  after  the  date  of  enactment  except  that  health  ^ 
systems  agencies,  SHPDAs,  and  SHCCs  may  act  to  make  changes  in 
their  structure  and  functions  required  by  the  amendments  prior  to  that 
date.  The  changes  in  the  membership  of  the  HSAs  and  the  SHCCs  re- 
quired by  these  amendments  should  be  implemented  as  vacancies  occur. 
The  amendments  made  by  section  117  take  affect  180  days  after  the  date 
of  enactment  of  this  act,  except  that  if  the  Secretary  determines  that 
any  amendment  made  by  this  section  will  require  a  State  to  change  its 
laws  before  the  State  health  planning  and  development  agency  can 
carry  out  its  certificate  of  need  functions,  such  amendments  shall  take 
effect  in  such  State  after  the  close  of  the  first  regular  session  of  legisla- 
ture which  begins  after  the  promulgation  of  the  certificate  of  need 
regulations. 

HEALTH  PLANNING  AND  DISEASE  PREVENTION  I 

There  are  several  respects  in  which  the  committee  expects  that  this  " 
bill  will  expand  and  enhance  the  role  of  disease  prevention  activities 
(and  particularly  involvement  in  environmental,  occupational,  and 
nutritional  health  programs)  in  the  health  planning  and  implementa-  j 
tion  process. 

First,  the  committee  added  the  goal  of  containing  the  costs  of  health 
care  delivery  as  a  new  national  priority  under  section  102  of  the  bill. 
In  the  committee's  view  this  goal  is  directly  related  to  priority  (8)  of 
existing  section  1502  of  the  Act — i.e.,  the  prevention  disease.  The  com- 
mittee's views  on  the  importance  of  disease  prevention  strategies  for 
ultimate  containment  of  health  care  costs  are  spelled  out  more  fully 
in  its  report  on  H.R.  12584,  the  "Health  Services  Research,  Health 
Statistics,  and  Health  Care  Technology  Act  of  19Y8."  P.L.  95-623. 
Those  same  views  underlie  the  committee's  action  in  amending  section 
1502. 

Thus,  the  committee  intends  that  in  implementing  the  new  cost  con- 
tainment priority,  the  Secretary  and  appropriate  State  and  area  health 
planning  agencies  will  focus  greater  attention,  personnel  and  resources 
on  identifying  and  correcting  preventable  diseases  and  conditions.  In 
particular,  such  efforts  should  result  in  greater  involvement  existing 
processes  for  identifying  and  controlling  indoor  and  outdoor  environ- 
mental contaminants  and  for  upgrading  nutritional  and  environ-  j 
mental  programs.  Too  little  effort  has  been  directed  to  disease  preven-  ' 
tion  under  the  health  planning  legislation  in  the  past.  The  committee 
expects  that  increased  focus  on  cost  containment  will,  among  other 
results,  help  to  strengthen  and  upgrade  such  efforts. 

There  is  a  second  way  in  which  this  bill  underscores  the  committee's 
intent  to  strengthen  health  planners'  involvement  in  disease  prevention, 
generally,  and  control  of  environmental  contaminants,  in  particular.  In 
section  114  of  the  bill,  the  committee  specifically  requires  health  sys- 
tems agencies  to  include  staff  expertise  in  disease  prevention  and  other 
public  health  matters.  "\¥hile  this  mandate  is  mitigated  slightly  by  the 
phrase  "to  the  extent  feasible,"  this  phrase  is  not  intended  as  an  escape  ; 
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hatch  for  avoiding  this  requirement.  The  committee  expects  that  dis- 
ease preA^ention  expertise  (and  particularly  expertise  in  identifying 
and  controlling  environmental  contaminants)  will  be  available  to  each 
health  system  agency. 

Finally,  this  same  perspective  should  be  understood  as  underlying 
other  amendments  to  Title  XY.  In  particular,  in  analyzing  and  quanti- 
fying health  needs,  personnel  and  resources  to  meet  those  needs,  and 
the  adequacy  of  existing  efforts  and  plans  to  meet  those  needs  under 
the  amendments  in  section  115  of  the  bill,  the  State  and  area  agencies 
should  include  a  specific  focus  on  disease  prevention  (including  occu- 
pational, environmental,  and  nutritional  health)  needs  and  resources. 

The  committee  recognizes  that  in  many  areas  environmental,  occu- 
pational and  nutritional  health  programs  are  presently  in  existence. 
In  such  cases,  it  is  not  the  committee's  intent  to  require  duplication 
of  effort  by  health  planning  agencies.  But  it  is  not  sufficient  for  health 
planners  to  rely  exclusively  on  these  other  programs.  Health  planning 
agencies  should  actively  be  engaged  in  identifying  problems  and  unmet 
needs  in  existing  disease  prevention  programs.  Planning  agencies 
should  identify  the  consequences  to  the  health  care  system  and  the 
impact  on  rising  costs  of  failure  to  address  adequately  these  environ- 
mental health  problems.  They  should  serve  as  catalysts  for  action  to 
improve  public  health  in  such  circumstances. 

'\^niere  adequate  programs  are  not  in  place  for  environmental,  occu- 
pational, and  nutritional  health.  State  and  area  health  planning  agen- 
cies are  expected  to  identify  these  inadequacies  and  include  within 
their  plans  measures  to  create  or  upgrade  these  programs. 

REVISION   AND   EXTENSION   OF   ASSISTANCE   FOR   HEALTH  RESOURCES 

DEVELOPMENT 

The  committee  proposal  repeals  Part  B  of  title  XVI  of  the  Public 
Health  Service  Act  which  provides  for  allotments  to  the  States  for 
the  development  of  medical  facilities.  This  program  and  its  predeces- 
sor, the  Hill-Burton  program,  have  been  enormously  successful  in 
stimulating  the  development  of  health  care  facilities,  particularly 
hospitals,  in  the  areas  where  they  were  needed.  However,  today  there 
is  a  different  environment^ — one  in  which  there  is  not  a  pressing  need 
for  additional  health  care  facilities  but  rather  an  environment  where 
there  is  a  need  for  modernization  of  some  existing  facilities  and  a 
reduction  of  excess  capacity  where  overbuilding  has  occurred.  Thus, 
the  committee  finds  that  there  is  no  longer  a  need  to  use  Federal  dollars 
to  stimulate  the  development  of  hospitals,  particularly  when  the  mech- 
anism allots  grant  monies  to  the  States  on  the  basis  of  population  for 
the  operation  of  such  programs. 

Government  grant  support  under  Hill-Burton  and  title  XYI  con- 
struction has  made  up  an  increasingly  smaller  proportion  of  the  total 
funds  used  for  hospital  capital  investment,  from  approximately  14 
percent  in  1962  to  less  than  2  percent  in  1975.  Yet  this  reduction  in 
Federal  grant  support  has  not  seemed  to  impact  on  a  hospital's  ability 
to  obtain  capital  for  expansion  or  development.  Other  sources  of  capi- 
tal have  expanded  rapidly.  Debt  financing,  particularly  tax  exempt 
bonds,  now  provide  for  nearly  60  percent  of  the  capital  needs  of  hospi- 
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tals.  This  availability  of  capital  provides  further  evidence  that  direct 
government  subsidies  are  no  longer  necessary. 

The  committee  proposal  would  continue  the  loan  and  loan  guaran- 
tee support  although  it  would  be  targeted  to  priority  areas,  including : 

(a)  Modernization  of  medical  facilities; 

(b)  Construction  of  new  outpatient  medical  facilities; 

(c)  Construction  of  new  hospitals  in  (1)  areas  which  have 
experienced  recent  rapid  population  growth  or  (2)  areas  where 
merger  or  closure  of  medical  facilities  has  resulted  in  a  reduction 
in  the  number  of  hospital  beds  in  the  area ;  and 

(d)  Conversion  of  existing  medical  facilities  to  outpatient 
medical  facilities  or  facilities  for  long  term  care. 

In  establishing  these  priorities,  the  committee  recognizes  that  there 
will  continue  to  be  a  major  need  for  replacement  and  modernization 
of  existing  medical  facilities.  In  some  areas,  the  merger  or  closure  of 
two  or  more  existing  hospitals  and  their  replacement  with  a  new  more 
efficient  facility  which  substantially  reduces  the  number  of  hospital 
beds  in  the  area  may  be  preferable  to  modernizing  old  and  inefficient 
hospital  plants.  Also  of  priority  is  the  continued  emphasis  on  the 
development  of  adequate  outpatient  medical  facilities  and  long-term 
care  facilities  including  the  conversion  of  existing  facilities  to  out- 
patient and  long-term  care  uses. 

The  committee  proposal  strengthens  section  1625  of  the  existing  law 
which  authorizes  grants  to  public  medical  facilities  for  construction 
and  modernization  projects  designed  to  eliminate  or  prevent  imminent 
safety  hazards  or  violations  of  life  safety  codes  or  regulations,  or  to 
avoid  noncompliance  with  State  or  voluntary  accreditation  standards 
by  expanding  it  so  that  nonprofit  private  entity  is  also  eligible  for 
assistance.  Authorizations  of  $50  million  for  each  of  the  next  three 
fiscal  years  are  provided  for  this  purpose. 

The  reported  bill  also  creates  a  new  grant  program  for  projects 
for  the  construction  or  modernization  of  outpatient  medical  facilities 
which  are  located  apart  from  hospitals  w^hich  will  provide  services  to 
medically  underserved  populations,  and  for  the  conversion  of  existing 
facilities  into  outpatient  medical  facilities  or  facilities  for  long  term 
care  to  provide  services  for  medically  underserved  populations.  The 
committee  notes  that  limited  funding  for  the  modernization  of  certain 
outpatient  facilities  is  available  from  appropriations  under  section 
319  (migrant  health  centers)  and  330  (community  health  centers)  of 
the  Public  Health  Service  Act.  One  priority  of  this  new  grant  program 
is  to  provide  the  necessary  construction  and  modernization  funds  to 
entities  which  serve  medically  underserved  populations  and  which  j 
receive  or  have  received  grants  for  operating  migrant  health  centers  j 
or  community  health  centers,  or  which  have  or  have  had  National 
Health  Service  Corps  personnel  assigned  to  them. 

The  profifram,  in  addition  to  construction  and  modernization  sup- 
port, provides  for  the  conversion  of  existing  facilities  into  outpatient 
medical  facilities  or  facilities  for  long  term  care  to  provde  services 
for  medically  underserved  populations.  For  example,  parts  of  schools 
and  other  public  buildings  might  adequately  serve  as  outpatient  medi- 
cal facilities  with  minimal  expenditures  of  funds. 

The  commit)tee's  intent  in  this  program,  as  in  the  other  amendments 
to  title  XVI,  is  to  shift  the  focus  of  our  health  facilities  development 
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effort  away  from  inpatient  hospital  facilities  to  outpatient  and  long 
term  care  facilities.  Outpatient  medical  facilities,  as  defined  in  title 
XVI  and  included  in  this  new  grant  program,  include  ambulatory 
health  centers  which  provide  primary  care  services  and  which  are 
independent  organizations  located  apart  from  a  hospital  or  which  are 
affiliated  with  a  hospital  and  located  apart  from  or  in  the  hospital. 
The  program  will  provide  grants  to  cover  up  to  80  percent  of  the  cost 
of  projects  unless  the  project  is  located  in  an  area  determined  by  the 
Secretary  to  be  an  urban  or  rural  poverty  area,  in  which  case  the  grant 
may  cover  up  to  100  percent  of  the  costs ;  $15  million  are  authorized  to 
be  appropriated  in  each  of  the  next  three  fiscal  years  for  this  purpose. 

CONFORMING  AMENDMENTS 

The  reported  bill  contains  conforming  amendments  which  adjust 
provisions  of  title  XVI  to  take  account  of  the  proposal  that  allot- 
ment grants  no  longer  be  made  to  States.  The  Secretary  is  required 
to  prescribe  the  general  manner  in  which  he  will  determine  the  prior- 
ities among  projects  for  assistance  under  the  loan  and  loan  guarantee 
program  as  well  as  the  project  grant  program.  Special  consideration 
is  to  be  given  to  projects  for  medical  facilities  serving  areas  with 
relatively  small  financial  resources  and  medical  facilities  serving  rural 
communities;  modernization  projects  for  medical  facilities  serving 
densely  populated  areas;  projects  for  outpatient  medical  facilities 
that  will  be  located  in  and  provide  services  for  residents  of  urban 
and  rural  poverty  areas;  projects  designed  to  eliminate  or  prevent 
safety  hazards  or  avoid  noncompliance  with  licensure  or  accreditation 
standards;  and  projects  for  medical  facilities  which  will  provide  com- 
prehensive health  care  including  outpatient  and  preventive  care  as 
well  as  hospitalization. 

The  conforming  amendments  also  provide  specifications  for  the 
application  to  be  submitted  for  loan  and  loan  guarantee  or  grant 
support  under  title  XVI.  These  provisions  are  identical  to  those  re- 
quired as  part  of  the  approval  of  projects  under  existing  section  1604. 

The  committee  bill  extends  the  provisions  of  title  XVI  concerning 
assurances  given  by  entities  receiving  financial  assistance  under  this 
title  or  under  title  VI  of  the  Public  Health  Service  Act  that  they  will 
make  their  services  available  to  all  persons  residing  or  employed  in  the 
area  served  by  the  facility  and  make  available  a  reasonable  volume  of 
services  to  persons  unable  to  pay  for  them.  The  Secretary  is  required 
to  issue  regulations  specifying  the  manner  in  which  facilities  are  to 
comply  with  their  community  service  and  charity  care  assurances.  In 
addition,  the  Secretary  is  required  to  collect  information  from  each 
facility  on  a  periodic  basis  which  will  enable  him  to  determine  whether 
or  not  an  entity  is  actually  in  compliance  with  these  assurances. 

The  committee  notes  that  despite  the  explicit  language  of  the  cur- 
rent law,  the  Secretary  has  not  yet  issued  any  final  regulations  or  begun 
to  collect  any  assurance  data.  It  is  the  intent  of  the  committee  that  the 
Secretary  carry  out  these  requirements  as  expediously  as  possible. 

A  related  section  of  the  reported  bill  deals  ^vith  enforcement  of 
these  assurances.  It  provides  that  the  Secretary  shall  investigate  com- 
plaints regarding  noncompliance  brought  to  the  attention  of  the  De- 
partment, as  well  as  periodically  examine  the  Department's  own 
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initiatives.  The  reported  bill  has  a  provision  that  would  require  the 
Secretary  to  report  all  findings  of  noncompliance  to  the  appropriate 
HSA  and  SHPDA. 

The  committee  notes  that  the  Secretary  has  not  promulgated  final 
regulations  implementing  the  existing  enforcement  provisions.  The 
Committee  heard  testimony  that  some  assisted  facilities  are  not  in 
compliance  with  their  assurances.  The  committee  wishes  to  reaffirm  its 
intention  that  the  assurances  be  vigorously  enforced  so  that  a  facility 
constructed  or  modernized  with  the  aid  of  Federal  funds  will,  in  fact, 
be  available  to  all  members  of  the  community  in  which  the  facility 
is  located,  including  (consistent  with  the  facility's  financial  capability) 
persons  unable  to  pay. 

The  committee  believes  that  widespread  compliance  is  prompted  by 
greater  community  understanding  of  the  assurances.  Accordingly,  the 
Secretary  is  required  to  report  promptly  any  findings  of  noncom- 
pliance to  the  appropriate  health  planning  agency.  It  is  expected  that 
this  information  would  be  useful  to  a  HSA  or  SHPDA  as  part  of  its 
project  review  or  appropriateness  review  functions,  in  its  determi- 
nations of  whether  or  not  the  services  of  that  facility  are  accessible  to 
the  residents  of  the  area.  However,  the  committee  does  not  expect  an 
HSA  to  become  involved  in  compliance  monitoring  or  enforcement 
activities  related  to  the  implementation  of  this  provision. 

TECHNICAL  AMENDMENTS 

The  reported  bill  contains  a  number  of  technical  amendments. 
One  amends  section  1602  of  the  Act  to  authorize  the  Secretary  to 
take  the  necessary  action  for  recovery  in  the  case  of  a  default  on  a 
health  care  facility  loan  guarantee.  Under  current  law,  while  the 
government  may  have  a  legal  responsibility  to  seek  recovery,  no 
authority  is  given  to  effect  such  recovery.  For  example,  the  Secre- 
tary lacks  the  authority  to  take  over  the  ownership  and  operation  of 
a  project,  or  even  to  incur  such  expenses  as  closing  up  and  protecting 
project  facilities.  This  defect  in  the  current  law  has  resulted  in  the 
Government  being  unable  to  collect  even  partial  compensation  for  a 
project  in  default. 

The  committee  proposal  includes  a  provision  which  would  allow 
the  Secretary  to  take  such  action  as  may  be  necessary  to  prevent  a 
default  on  a  loan  made  or  guaranteed  under  Title  XVI  or  under  Title 
VI,  including  the  waiver  of  regulatory  conditions,  deferral  of  loan 
payments,  renegotiation  of  loans,  and  the  expenditure  of  funds  for 
technical  and  consultative  assistance,  for  the  temporary  payment  of 
the  interest  and  principal  on  such  loan,  and  for  other  purposes.  Any 
expenditure  made  under  this  provision  on  behalf  of  the  medical  facili- 
ties shall  be  made  under  such  terms  and  conditions  as  the  Secretary 
shall  provide  including  the  implementation  of  such  organizational, 
operational,  and  financial  reforms  as  the  Secretary  determines  are 
appropriate  and  the  disclosure  of  such  financial  and  other  informa- 
tion as  the  Secretary  may  require.  It  is  the  committee's  intent  in  adopt- 
ing this  section  that  the  Secretary  have  increased  flexibility  in  manag- 
ing the  loans  which  have  been  made  or  sruaranteed.  However,  this 
amendment  is  not  desismed  to  extend  the  life  of  projects  which  have 
little  prospect  of  remaining  solvent.  It  is  the  committee's  intent  that 
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the  Secretary  use  his  authority  only  for  projects  where  he  finds  that  the 
action  taken  has  a  reasonable  chance  in  preventing  default. 

The  bill  provides  that  the  amendments  made  to  these  sections  of 
title  XVI  shall  take  effect  October  1, 1979. 

PROGRAM  TO  ASSIST  AXD  EXCOURAGE  THE  DISCONTINUANCE  OF  UNNEEDED 

HOSPITAL  SERVICES 

The  committee  has  found  that  there  is  a  surplus  of  short-term, 
general,  non-federal  hospital  facilities  and  of  some  services  in  many 
areas  of  the  Nation.  The  costs  associated  with  developing  and  operat- 
ing these  unneeded  facilities  and  services  has  contributed  to  the 
excessive  increase  in  hospital  costs.  To  reduce  this  source  of  hospital 
cost  increases,  the  committee's  bill  establishes  a  program  to  provide 
financial  assistance  for  the  discontinuance  of  such  facilities  and 
services. 

Assistance  under  the  program  would  remove  financial  and  other 
barriers  to  the  termination  of  unneeded  facilities  and  services  and 
provide  incentives  for  the  development  of  alternative  health  services. 
By  eliminating  the  recurring  costs  associated  with  these  facilities  and 
services,  the  program  would  reduce  annual  expenditures  for  hospital 
care  in  the  area  in  which  those  facilities  and  services  are  provided. 

The  committee  is  particularly  concerned,  however,  that  this 
program  not  be  used  to  terminate  facilities  and  services  (a)  solely 
because  they  are  unprofitable,  (b)  which  have  high  costs  but  which  are 
needed,  or  (c)  which  are  the  sole  source  of  care  for  low  income  and 
minority  persons.  Many  public  hospitals  are  in  difficult  financial 
positions  but  are  the  only  source  of  care  for  the  low  income  and 
minority  residents  of  the  hospital's  service  area.  Many  urban  hospitals 
are  relocating  to  or  establishing  affiliated  hospitals  in  suburban  areas 
thereby  reducing  the  availability  of  services  in  the  center  city.  The 
committee  does  not  intend  for  this  program  to  provide  assistance  to 
hospitals  which  are  providing  needed  services  but  which  desire  to 
move  or  shift  services  to  more  profitable  locations  or  to  eliminate 
unprofitable  services.  The  program  is  intended  to  discontinue  facilities 
and  services  which  are  not  needed,  and  in  so  doing  to  stop  the  un- 
necessary expenditure  of  public  and  private  monies  for  those  services. 
The  committee  expects  the  Secretary  of  HEW  to  insure  that  facilities 
and  services  which  are  discontinued  are  not  needed. 

The  committee's  bill  requires  the  Secretary  of  HEW  to  establish 
a  program  under  which  financial  assistance  and  encouragement  will 
be  provided  during  the  next  3  fiscal  years  for  the  consolidation  of 
duplicative  hospital  facilities  and  services  and  the  discontinuance  of 
unneeded  hospital  facilities  and  services. 

AUTHORIZATION  OF  PROGRAM 

A  hospital  which  was  providing  services  on  the  date  of  enactment 
of  this  title  may  apply  to  the  Secretary  for  several  types  of  financial 
assistance. 

The  amount  of  any  grant  shall  be  determined  by  the  Secretary.  In 
the  case  of  the  grantee  which  discontinues  the  provision  of  hospital 
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services,  the  grant  may  be  used  for  liquidation  of  the  outstanding  debt 
on  the  facilities  of  the  grantee  used  for  the  provision  of  the  services. 
The  purpose  of  this  support  is  to  remove  the  financial  barrier  of  out- 
standing debt  on  equipment  and  facilities  so  that  a  hospital  may 
terminate  all  inpatient  health  services.  Thus,  the  amount  of  the  debt 
payment  would  be  based  upon  the  debt  attributable  to  the  equipment 
and  facilities  which  would  remain  after  the  hospital  used  all  available 
assets  to  satisfy  all  outstanding  obligatiions.  In  determining  the 
amount  of  the  debt  payment,  the  hospitals  total  outstanding  financial 
obligation  attributable  to  equipment  and  facilities  would  be  reduced 
by  any  assets  which  were  available  to  satisfy  those  obligations,  and 
by  the  fair  market  value  of  the  equipment  and  facilities.  A  grant 
can  also  cover  other  debt  expenses  resulting  from  the  hospital's  finan- 
cial obligations  being  satisfied  before  due  if  the  hospital's  assets  are  in- 
sufficient to  meet  these  expenses. 

In  the  case  of  the  grantee  which  is  discontinuing  the  provision  of 
an  inpatient  hospital  service  converts  or  proposes  to  convert  a  part  of 
a  hospital  facility  used  in  the  provision  of  the  discontinued  service 
to  the  delivery  of  another  health  service,  a  grant  may  be  used  for 
the  planning,  development  (including  construction  and  acquisition  of 
equipment) ,  and  delivery  of  the  health  service. 

The  grant  may  also  be  usecl  to  provide  reasonable  termination  paid 
for  the  personnel  of  the  grantee  who  will  lose  employment  because 
of  the  discontinuance  of  hospital  services  made  by  the  grantee,  the 
training  of  such  personnel,  assisting  such  personnel  and  securing  em- 
ployment, and  other  costs  related  to  the  implementation  of  the  closure 
or  conversion.  The  committee  proposal  also  would  allow  the  Secre- 
tary to  use  grant  funds  to  support  other  costs  incurred  by  the  grantee 
in  discontinuing  hospital  services  if  he  feels  they  are  necessary  to 
facilitate  the  closure  or  conversion. 

Hospitals  eligible  for  this  assistance  must  (a)  meet  the  definition 
in  paragraph  (1)  and  (7)  of  section  1861(e)  of  the  Social  Security 
Act,  (b)  impose  charges  or  accept  payments  for  services,  and  (c)  have 
an  average  length  of  stay  of  thirty  days  or  less  in  the  preceding  fiscal 
year.  Federal  and  psychiatric  hospitals  are  not  eligible. 

In  considering  an  application  for  a  conversion  payment  the  Secre- 
tary must  evaluate  the  amount  of  hospital  costs  which  will  be  saved 
by  the  conversion  as  well  as  the  cost  of  providing  the  alternative  serv- 
ices in  a  part  of  the  hospital  as  opposed  to  a  free  standing  facility.  The 
Secretary  should  evaluate  whether  to  approve  the  application  if  the 
savings  which  would  accrue  from  discontinuing  the  part  of  the  hos- 
pital would  be  eliminated  by  the  higher  costs  of  providing  the  alterna- 
tive service  in  the  hospital  instead  of  a  free  standard  facility. 

To  receive  financial  assistance  under  this  program  a  hospital  must 
submit  an  application  to  the  Secretary  in  such  form  and  manner  as 
the  Secretary  prescribes.  An  application  must  include  the  following 
information : 

(1)  a  description  of  each  service  to  be  discontinued  and,  if  a  part 
of  the  hospital  is  to  be  converted  to  another  use  in  connection  with 
such  discontinuance,  a  description  of  such  part;  (2)  an  evaluation 
of  the  impact  of  such  discontinuance  and  conversion  on  the  provision 
of  health  care  in  the  health  service  area  in  which  such  service  is  pro- 


99 


T^ded;  (3)  an  estimate  of  the  change  in  applicant's  costs  which  will 
result  from  such  discontinuance  and  conversion;  and  (4)  such  other 
information  as  the  Secretary  may  require. 

The  Secretary's  decision  to  approve  an  application  for  financial 
assistance  is  discretionary.  In  reviewing  applications  the  committee 
expects  the  Secretary  to  work  closely  with  the  applicant  and  the 
relevant  health  systems  agency  and  State  planning  agency  to  deter- 
mine the  best  course  of  action  for  the  applicant  and  the  communities 
which  the  applicant  serves.  The  Secretary  may  negotiate  the  terms 
of  the  application  and  may  approve  all  or  a  part  of  the  application. 
While  the  Secretary  may  approve  an  application  submitted  by  a  hos- 
pital which  is  operated  for  profit,  the  committee  expects  the  Secretary 
to  evaluate  carefully  all  aspects  of  the  application  to  assure  that  it 
complies  with  all  requirements  and  meets  the  priorities  of  the  program. 

The  committee  wishes  to  reemphasize  that  the  purpose  of  the  pro- 
gram is  to  reduce  total  hospital  expenditures  by  eliminating  unneeded 
hospital  services  and  facilities.  A  recent  study  done  for  HEW  indicates 
that  the  greatest  cost  savings  result  from  the  discontinuance  of  entire 
hospitals  as  opposed  to  a  service  imit  or  a  part  of  a  hospital.  The  com- 
mittee expects  the  Secretary  to  place  the  highest  priority  on  applica- 
tions which  are  for  assistance  to  discontinue  entire  hospitals. 

If  the  Secretary  determines  that  the  best  interests  of  the  patients, 
the  employees,  the  associated  professionals  and  the  hospital  require 
the  hospital  to  discontinue  facilities  and  services  over  an  extended 
period  of  time,  the  Secretary  may  approve  an  application  imder  which 
the  hospital  will  phase  out  the  service  or  services  to  be  discontinued. 

The  committee  expects  that  a  hospital  will  develop  its  application 
with  the  assistance  of  and  in  coordination  with  the  health  systems 
agency  (HSA)  for  the  health  service  area  in  which  the  hospital  is 
located.  ^ATien  the  application  is  filed  with  the  Secretary  it  also  should 
be  submitted  to  the  HSA  for  formal  agency  review.  The  HSA  will 
determine  the  need  for  the  service  or  services  proposed  to  be  dis- 
continued or  for  the  part  of  the  hospital  to  be  converted  and  the  need 
for  each  service  which  will  be  provided  as  a  result  of  the  conversion 
and  will  make  a  recommendation  to  the  State  Health  Planning  and 
Development  Agency  (State  Agency)  for  the  State  in  which  the 
hospital  is  located  as  to  whether  the  Secretary  should  approve  the 
application. 

The  State  Agency  will  consider  the  recommendation  of  the  HSA 
and  then  make  its  recommendation  to  the  Secretary  respecting  the 
approval  by  the  Secretary  of  the  application.  The  State  Agency's 
recommendation  will  be  based  upon  the  need  for  the  service  or  services 
proposed  to  be  discontinued  or  for  the  part  of  the  hospital  to  be  con- 
verted and  the  need  for  each  service  which  will  be  provided  as  a  result 
of  the  conversion  as  well  as  any  other  criteria  which  the  Secretary 
may  prescribe.  The  State  Agencv  must  also  forward  to  the  Secretary 
the  recommendations  of  the  HSA.  The  committee  expects  that  the 
HSA  and  the  State  Agency  will  carry  out  their  responsibilities  under 
this  program  under  the  same  procedures  which  those  agencies  use  m 
acting  on  a  request  for  a  certificate  of  need.  Those  procedures  must 
ensure  that  all  persons  who  will  be  affected  by  the  discontinuance  of 
services  will  receive  notice  of  the  application  and  that  persons  directly 
affected  will  have  an  opportunity  to  appear  personally  at  a  hearing 
or  submit  written  testimony  to  the  agency. 
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In  considering  an  application  of  a  hospital  the  Secretary  will  con- 
sider the  recommendations  of  the  State  Agency  and  the  HSA  and  give 
priority  to  applications  which  meet  two  tests.  The  application  must, 
first,  assist  the  HSA  and  the  State  Agency  in  meeting  the  goals  of 
their  health  systems  plan  and  State  health  plan  as  to  the  proper 
supply  and  availability  of  short-term,  general,  non-Federal  inpatient 
hospital  services,  and  second,  result  in  the  greatest  reduction  in  hos- 
pital revenues  within  the  health  service  area.  The  Secretary  may  not 
approve  an  application  which  a  State  Agency  recommends  not  be 
approved. 

The  committee  expects  that  the  Secretary  will  require  at  least  two 
assurances  from  the  responsible  officials  of  the  hospital,  the  HSA 
and  the  State  Agency.  Those  assurances  are,  first,  that  the  service 
or  services  to  be  discontinued  are  unnecessary  and,  second,  that  there 
are  no  current  or  foreseeable  reasons  for  the  HSA  or  State  Agency 
to  include  in  the  health  systems  plan  or  State  health  plan  or  to  approve 
a  certificate  of  need  for  similar  services  for  the  same  area  served  by 
the  hospital. 

The  Secretary  of  HEW  may  not  approve  an  application  unless  the 
Secretary  of  Labor  has  reviewed  the  application  and  notified  the 
Secretary  of  HEW  that  the  applicant  has  provided  satisfactory  as- 
surance that  the  applicant  will  implement  fair  and  equitable  arrange- 
ments for  the  protection  of  the  interests  of  employees  who  will  be 
affected  by  the  discontinuance  of  inpatient  health  services. 

The  bill  provides  for  an  exception  if  the  Secretary  of  Labor  has 
not  completed  his  review  within  90  days  from  the  date  of  receipt  of 
the  application  or  120  days  from  date  of  receipt  if  the  Secretary  of 
Labor  has  prescribed  the  circumstances  under  which  the  review  v/ill 
require  at  least  120  days.  In  such  cases  the  Secretary  of  Health, 
Education,  and  Welfare  shall  review  the  application  to  determine  if 
the  applicant  has  provided  satisfactory  assurances  that  the  appli- 
cnt  will  implement  fair  and  equitable  arrangements  for  the  protection 
of  the  interests  of  the  applicant's  employees. 

The  committee  recognizes  that  arrangements  for  the  protection  of 
employees  will  vary  depending  upon  the  type  of  services  to  be  discon- 
tinued and  the  location  of  the  hospital.  Arrangements  would  include, 
where  appropriate,  payment  of  reasonable  termination  pay,  provision 
of  retraining,  and  provision  for  priorities  in  reemployment  by  the 
applicant. 

The  Secretary  of  Labor  would  prescribe,  by  regulation  after  con- 
sultation with  the  Secretary  of  HEW,  guidelines  for  arrangements  for 
the  protection  of  the  interest  of  employees.  The  Secretary  of  HEW 
vrould  prescribe  procedures  for  the  referral  to  a  review  by  the  Secre- 
tary of  Labor  of  applications  submitted  under  this  program.  The  com- 
mittee expects  that  all  regulations  would  be  developed  during  the  six 
month  period  preceding  the  establishment  of  the  program.  These 
guidelines  would  recognize  that  the  arrangements  for  the  protection 
of  employees  will  vary  with  each  hospital's  application.  The}^  also 
would  outline  (a)  the  issues  which  the  hospital  should  address  and 
the  procedures  which  the  hospital  shoidd  follow  in  developing  their 
arrangements,  and  (b)  the  role  of  the  Department  of  Labor  in  assist- 
ing the  hospitals  and  employees  and  in  reviewing  the  arrangements 
developed  by  the  hospital. 
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The  committee  proposal  authorizes  appropriations  of  $50  million 
for  the  fiscal  year  ending  September  30,  1980  and  $75  million  for 
each  of  the  fiscal  years  ending  September  30, 1981  and  $100  million  for 
fiscal  year  1982. 

If  a  hospital  has  discontinued  all  inpatient  health  services  or  has 
converted  a  part  of  its  facility  under  an  application  under  this  program 
and  if  that  hospital  or  its  successor  applies  for  a  grant  under  section  330 
of  the  Public  Health  Service  Act  (Community  Health  Centers)  or  for 
any  other  Federal  assistance  for  the  development  and  delivery  of 
ambulatory  health  services,  the  Secretary  would  give  special  con- 
sideration to  those  applications.  The  committee's  intent  is  to  assure 
that  communities  which  have  inpatient  health  services  discontinued 
and  which  need  ambulatory  health  services  receive  special  considera- 
tion: however,  the  Secretary  of  HEW  may  not  waive  any  of  the 
requirements  of  section  330  of  the  Public  Health  Service  Act  in  giving 
special  consideration  to  such  an  application. 

STUDY 

The  Secretary  is  required  to  study  the  applications  approved  under 
this  program  during  fiscal  years  1980  and  1981  to  determine  their  effect 
on  the  elimination  of  unneeded  hospital  facilities  and  services.  The 
Secretary  will  report  the  results  of  the  Department's  study  to  Con- 
gress together  with  the  Department's  recommendation  for  any  revisions 
in  the  program,  including  any  revision  in  the  authorizations  for  the 
program  no  later  than  January  1, 1982. 

VIII.  Program  Oversight 

The  committee's  principal  oversight  activities  with  respect  to  this 
program  have  been  conducted  by  the  Subcommittee  on  Health  and 
the  Environment  in  connection  with  its  consideration  of  the  legislative  - 
authorities  for  the  program.  Legislative  hearings  on  the  program  were 
conducted  in  January  and  February  1978  (Serial  Numbers  95-93  and 
95-94)  and  in  March  1979,  and  the  findings  are  discussed  in  this  report 
as  the  proposed  legislation  is  designed  to  respond  to  the  subcommittee's 
findings.  In  addition,  hearings  were  held  before  the  Subcommittee  on 
Health  and  the  Environment  on  the  National  Health  Planning  Guide- 
lines on  October  19,  1977  (Serial  Number  95-53).  The  committee  has 
not  received  oversight  findings  with  respect  to  this  program  from  the 
Subcommittee  on  Oversight  and  Investigations  or  from  the  Committee 
on  Government  Operations. 

IX.  Inflation  Impact  Statement 

The  committee  anticipates  that  the  enactment  of  H.R.  3917  will 
hpve  a  positive  impact  on  inflation  in  the  health  care  field  by  promoting 
effective  health  planning  including  provisions  whereby  duplication  of 
health  care  services  and  resources  are  prevented  and  excess  hospital 
capacity  is  identified  and  reduced.  The  health  planning  agencies  estab- 
lished under  Title  XY  of  the  Public  Health  Service  Act  are  central  to 
anv  cost  containment  activities  undertaken  in  this  Nation. 

Through  the  implementation  of  State  certificate  of  need  programs, 
the  conduct  of  section  1122  capital  expenditure  reviews,  and  the  exam- 
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ination  of  existing  institutional  health  services  to  determine  their 
appropriateness,  the  plannins:  system  should  move  to  increase  the 
efficiency  of  the  health  care  delivery  system  and  prevent  unneeded  and 
duplicative  health  services  and  facilities  from  being  offered  or  devel- 
oped thus  helping  to  moderate  rapidly  rising  health  care  costs. 

X.  CONGRESSIOXAL  BuDGET  OfFICE  CoST  ESTIMATE 

A  cost  estimate  was  requested  on  H.E.  3917  when  it  was  ordered 
reported  from  the  Committee  on  Interstate  and  Foreign  Commerce  and 
the  Congressional  Budget  Office  has  provided  the  following 
information : 

Congressional  Budget  Office, 

U.S.  Congress, 
Washington,  D.O.,  May  IS,  1979. 

Hon.  Harley  O.  Staggers, 

Chairman,  Committee  on  Interstate  and  Foreign  Commerce, 
U.S.  House  of  Representatives, 
Washington,  B.C. 

Dear  Mr.  Chairman  :  Pursuant  to  section  403  of  the  Congressional 
Budget  Act,  the  Congressional  Budget  Office  has  prer)ared  the  attached 
cost  estimate  for  H.R.  3917.  the  Health  Planning  and  Resources  Devel- 
opment Amendments  of  1979. 

Should  the  committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  this  estimate. 
Sincerely, 

Alice  M.  Rivlin,  Director. 
Congressional  Budget  Office  Cost  Estimate 

May  15,  1979. 

1.  Bill  ?s^o-:  H.R.  391 7. 

2.  Bill  title :  Health  Planning  Amendments  and  Resources  Develop- 
ment of  1979. 

3.  Bill  status :  As  ordered  reported  bv  the  House  Committee  on  Inter- 
state and  Foreign  Commerce  on  May  9, 1979. 

4.  Bill  purpose :  The  purpose  of  this  bill  is  to  authorize  appropria- 
tions for  Titles  XY,  National  Health  Planninsr  and  Development,  and 
XVI,  Health  Resources  Development,  of  Public  Health  Service  Act. 
iVuthorizations  are  for  fiscal  years  1980-1982. 

Title  XV  established  national  guidelines  for  health  planning 
through  the  creation  of  health  service  areas,  health  systems  agencies, 
and  statewide  health  planning  and  development  agencies.  H.R.  3917 
makes  a  number  of  amendments  of  the  title  in  such  procedural  and 
technical  areas  as  designation  of  health  systems  areas,  certificate  of 
need  programs,  confidentiality  requirements,  certification  limits,  and 
designation  of  health  systems  agencies.  The  bill  also  authorizes  appro- 
priations for  health  planning  grants,  state  health  planning  and  devel- 
opz^ient  agencies,  rate  regulation  programs,  and  centers  for  health 
planning. 

Title  XVI  continues  the  authority  of  the  hospital  loan  and  loan 
guarantee  program,  and  the  grant  program  for  area  health  services 
development.  Project  grants  to  eliminate  safety  hazards  or  avoid  non- 
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compliance  with  accreditation  standards  are  also  authorized.  And. 
finally,  a  grant  program  to  encourage  the  reduction  of  excess  hospital 
capacity  is  authorized. 

5.  Cost  estimate  (by  fiscal  years,  in  millions  of  dollars)  : 


1980         1981         1982         1983  1984 


Authorization  level: 

Grants  to  States  for  reduction  of  excess  hospital  capacity 

(1528-<)  

Plannmg  grants  (1516-c-l)  

State  health  clanning  and  development  (1525-c)  

Rate  regulation  dSZS-e)  

Centers  for  health  planning  (1534-d)  

Area  health  services  development  funds  (1640-d)  

Construction  and  modernization  grants: 

Facilitv  standards  comoliance  (1525-a-3)  

Outpatient  facilities  (1525-b-3)  

Incentive  payments  for  reduction  of  excess  capacity  (1643). 

Total  

Estimated  outlays: 

Grants  to  States  for  reduct'on  of  excess  hospital  capacity 

(1528-c)  :  

Planning  grants  (1516-c-l)  

State  health  olannins  and  development  (1525-c)  

Rate  reeulation  (1526-e)  

Centers  for  health  olanning  (153-i-d)  

Area  health  services  de'  elooment  funds  (1640-d)  

Construction  and  moderniz?tioi  grants: 

Facility  standards  comrl'ance  ('1525-a-3)  

Outpatient  facilities  (1625-b-3)  

Incentive  payments  for  reduction  of  excess  capacity  (1643). 

Total  


4.0 

4.0 

4.0 

150.0 

160.0 

170.0 

35.0 

37.0 

39.0 

6.0 

7.0 

8.0 

10.0 

11.0 

12.0 

25.0 

40.0 

50.0 

50.0 

50.0 

50.0 

15.0 

15.0 

15.0 

50.0 

75.0 

100.0 

345.0 

399.0 

448.0  _ 

.4 

1.2 

2.8 

3.6 

2.8 

54.0 

153.6 

163.6 

108.8 

8.8 

35.5 

37.5 

29.2 

2.4 

6.4 

7.4 

4.8 

3.8 

8.7 

11.2 

7.3 

2.0 

9.5 

26.4 

40.0 

28.6 

8.0 

7.5 

30,0 

50.0 

42.5 

20.0 

2.2 

9.0 

15.0 

12.8 

6.0 

5.0 

17.5 

45.0 

65.0 

62.5 

93.6 

286.3 

372.5 

302.6 

101.3 

The  costs  of  this  bill  fall  within  budget  function  550.  The  relevant 
section  numbers  of  the  Public  Health  Service  Act  appear  in  paren- 
theses. 

6.  Basis  of  estimate :  Outhays  are  based  on  historical  expenditure 
rates  for  these  proo:rams.  It  was  assumed  that  authorization  levels, 
which  are  as  stated  in  the  bill,  will  be  fully  approj^riated  at  the  begin- 
nins:  of  each  fiscal  year. 

The  provisions  and  amendments  covering  the  Loan  and  Loan  Guar- 
antee Proo^ram  (1622')  are  estimated  to  create  no  additional  federal 
costs.  Xo  loan  s^iarantees  or  interest  stibsidies  have  been  made  by  the 
program  since  fiscal  year  1976  nor  does  the  Administration  expect  the 
program  to  renew  its  activities.  Although  the  bill  also  makes  a  number 
of  technical  amendments  to  Titles  XV  and  XVL  they  are  estimated 
to  create  no  additional  federal  costs. 

7.  Estimate  comparison  :  Xone. 

8.  Previous  CBO  estimate  :  Xone. 

9.  Estimate  prepared  by  :  Eric  TTediun. 

10.  Estimate  approved  by  : 

Ja3ies  L.  Blu^i. 

Assl^ta/it  Director  for  Budget  A7iaJi/s?s. 

XI.  Agexct  Eeport 

A^encv  reports  were  requested  on  H.R.  30-41.  a  similar  predecessor 
to  H.R.  3917.  from  tlie  Office  of  Manacjement  and  Budget  and  the 
Dej^artment  of  Health.  Education,  and  AVelfare.  but  to  date  no  reports 
have  been  received. 
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On  March  15, 1979,  the  Department  of  Health,  Education,  and  Wel- 
fare forwarded  a  draft  bill  to  extend  the  health  planning  program 
which  was  subsequently  introduced  by  Mr.  Waxman,  Chairman  of 
the  Subcommittee  on  Health  and  the  Environment  on  March  21, 1979 
as  H.E.  3167,  "The  Health  Planning  Amendments  of  1979".  In  trans- 
mitting the  draft  bill  the  acting  Secretary  forwarded  the  following : 

Department  of  Health,  Education,  and  Welfare, 

March  IS,  1979. 

Hon.  Thomas  P.  O'Neill, 

Speaker  of  the  House  of  Representatives, 

Washington,  B.C. 

Dear  Mr.  Speaker  :  Enclosed  for  consideration  by  the  Congress  is 
a  draft  bill  "To  amend  title  XV  of  the  Public  Health  Service  Act  to 
revise  and  extend  the  authorities  and  requirements  under  that  title 
for  health  planning,  and  to  provide  for  assistance  to  hospitals  in  dis- 
continuing inappropriate  services,  and  for  other  purposes." 

An  appropriate  health  planning  system  is  a  cornerstone  for  the  provi- 
sion of  quality  health  care  and  for  the  control  of  excessive  health  care 
costs.  The  National  Health  Planning  and  Resources  Development  Act 
of  1974  established  the  framework  for  such  a  system.  We  intend  to 
continue  our  implementation  of  the  program  in  this  important  area. 
The  enclosed  draft  bill  would  materially  assist  our  implementation 
by  authorizing  needed  appropriations  through  fiscal  year  1982  and  by 
making  certain  improvements  in  current  authorities. 

Of  particular  importance  in  controlling  unnecessary  health  costs 
is  the  elimination  of  unneeded  hospital  inpatient  services.  The  draft 
bill  would  provide  for  demonstration  grants  to  hospitals  to  assist  them 
in  eliminating  inappropriate  services.  We  estimate  that  this  program 
would  save  more  than  two  dollars  in  unnecessary  costs  for  every  dollar 
spent  for  the  grants. 

The  Administration  is  not  requesting  an  extension  of  the  health 
resources  development  authorities  in  title  XVI  of  the  Public  Health 
Service  Act.  There  are  currently  more  acute  inpatient  facilities  than 
are  needed,  and  most  of  these  facilities  can  usually  raise  funds  for 
capital  expenses  without  federal  assistance.  To  control  ever  increas- 
ing health  care  costs  we  need  to  discourage  additional  unneeded  con- 
struction. We  intend  to  assist  in  developing  needed  health  resources 
in  areas  with  inadequate  health  care  systems  through  such  activities 
as  the  National  Health  Service  Corps,  community  health  centers,  and 
health  maintenance  organizations. 

A  table  of  appropriation  authorizations  appears  at  Tab  A,  and  a 
summary  of  the  draft  bill  at  Tab  B. 

We  urge  that  the  Congress  give  the  draft  bill  its  prompt  and  favor- 
able consideration. 

The  Office  of  Management  and  Budget  advises  that  enactment  of 
this  draft  bill  would  be  in  accord  with  the  program  of  the  President. 
Sincerely, 

Hale  Champion, 
Acting  Secretary. 

Enclosures. 
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XII.  Sectiox-by-Sectiox  Axalysis 

The  purpose  of  this  bill  is  to  amend  Titles  XV  and  XYI  of  the 
Public  Health  Service  Act  to  revise  and  extend  the  authorities  and 
requirements  under  those  Titles  for  health  planning  and  resources 
development. 

TITLE  I  RE^ISIOX  OF  THE  HEALTH  PLAXXIXG  AUTHOEIIY 

Sectiaii  101.  Revision  and  re  porting  on  the  Xatwnal  Guidelines  for 
Health  PI  arming 

Section  101(a)(1)  requires  the  Secretary  of  the  Department  of 
Health.  Education  and  AVelfare  to  review  the  goals  and  standards 
established  as  part  of  the  Xational  Guidelines  for  Health  Planning 
on  an  annual  basis.  In  carrying  out  the  review,  the  plans  developed 
at  the  state  and  area  wide  levels  should  be  reviewed  and  used  as  a 
basis  for  revising  existing  or  developing  new  goals  or  standards.  The 
Secretary  is  also  required  to  collect  data  to  determine  whether  the 
health  care  delivery  systems  are  changing  to  meet  the  standards  and 
goals  included  in  the  Gtiidelines  and  the  resources  required  to  meet 
them.  The  Secretary  shall  rely  on  the  health  systems  agencies,  the 
State  health  planning  and  development  agencies,  and  other  entities 
to  assemble  and  report  such  data.  This  section  also  requires  that  the 
Secretary  periodically  make  public  a  statement  about  the  degree  to 
which  we  are  attaining  the  goals  and  standards  of  the  Xational  Guide- 
lines and  the  changes  in  resources  required  to  meet  them. 

Section  101(a)(2)  requires  the  Secretarv  to  consult  with  various 
groups  at  least  45  days  prior  to  initial  publication  or  revision  of  the 
Guidelines. 

Section  101(b)  requires  the  health  systems  agency  (HSA)  and  the 
State  health  planning  and  development- agency  (SHPDA)  to  report 
to  the  Secretary  information  which  will  be  useful  in  his  developing  a 
report  which  describes  our  progress  in  moving  towards  the  national 
goals  and  standards.  However,  data  regularly  collected  by  the  Depart- 
ment under  other  provisions  of  law  need  not  be  reported  by  these 
agencies. 

Section  102.  Xational  heaJtli  priorities;  Xational  Council  on  Health 
Plan  n  ing  and  Deve  Jo pm-e  n  t 

Section  102(a)  adds  four  priorities  to  the  national  health  priorities 
in  section  1502.  In  addition  to  the  priorities  alreadv  contained  in  section 
1502  it  adds  a  priority  to  discontinue  duplicative  or  unneeded  services 
or  facilities  and  it  adds  a  priority  for  the  planning  agencies  to  adopt 
policies  which  will  contain  the  rapidly  rising  costs  of  health  care  de- 
livery, insure  more  appropriate  use  of  health  care  services,  and  pro- 
mote greater  efficiency  in  the  health  care  delivery  system.  Priorities 
are  also  added  that  relate  to  the  appropriate  placement  of  persons 
with  mental  health  problems  and  assuring  access  to  mental  health 
services  particularly  on  an  outpatient  basis. 

Section  102(a)  also  amends  section  1502(9)  by  adding  as  a  priority 
the  development  and  use  of  cost  saving  technology. 
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Section  102(b)  amends  section  1503(b)(1)  by  providing  that  not 
less  than  one  member  of  the  National  Council  on  Health  Planning 
and  Development  shall  be  an  administrator  of  a  private  hospital. 

Section  ISO.  The  role  of  competition  in  the  allocation  of  health 
services 

Section  103(a)  amends  section  1602  by  finding  that  extensive  cover- 
age by  health  insurance,  particularly  of  inpatient  health  services,  and 
the  prevailing  methods  of  paying  for  health  services  through  health 
insurance  have:  resulted  in  decisions  respecting  the  use  of  health 
services  being  made  without  regard  to  price ;  diminished  the  effect  of 
market  forces  on  decisions  respecting  the  supply  of  health  services; 
and  consequently  encouraged  duplication  and  excess  supply.  For 
health  services  such  as  institutional  health  services,  for  which  market 
forces  do  not  or  will  not  appropriately  allocate  supply,  HSAs  and 
SHPDAs  should  take  actions  to  allocate  the  supply  of  health  serv- 
ices. For  health  services  for  which  market  forces  appropriately  allo- 
cate or  will  appropriately  allocate  supply,  HSAs  and  SHPDAs  should 
give  priority  to  actions  which  would  strengthen  the  effect  of  market 
forces. 

Section  103(b)  amends  section  1513(a)  by  adding  to  an  HSA's  pur- 
poses the  strengthening  of  the  effect  of  market  forces  in  cases  where 
they  can  appropriately  allocate  the  supply  of  health  services. 

Section  103(c)  amends  section.  1532(c)  requiring  that  HSAs, 
SHPDAs  and  SHCCs  consider  the  effect  of  market  forces  on  supply 
and  demand  in  their  project  review  activities. 

Section  lOJi..  Designation  of  health  service  areas 

Section  104(a)  amends  section  1511(b)(4)  by  allowing  a  change 
in  health  service  area  designation  if,  after  a  public  hearins:,  he  deter- 
mines the  area  no  longer  is  a  geographic  region  appropriate  for  ef- 
fective planning  and  development  of  health  services  and  that  the  pro- 
posed revision  of  the  boundaries  would  establish  a  region  appropriate 
for  effective  planning  and  development  and  which  better  meets  at 
least  one  other  of  the  area  designation  requirements. 

Section  104(b)  repeals  section  1511(c).  This  section  provides  that 
those  areas  designated  under  section  314(b)  of  the  Public  Health 
Service  Act,  which  otherwise  meet  the  requirements  of  section  1511, 
should  be  designated  health  service  areas  unless  the  Governor,  upon 
finding  that  another  area  is  a  more  appropriate  region  for  effective 
health  planning:  waives  such  requirement.  This  section,  while  ap- 
propriate for  initial  area  designation,  is  not  appropriate  for  the  re- 
designation  process. 

Section  104(c)  amends  section  1536(a)  by  adding  the  Common- 
wealth of  Puerto  Rico  to  the  States  and  territories  that  fall  under 
its  provisions.  This  requires  that  there  be  no  health  service  area 
or  health  systems  agency  and  permits  the  State  health  planning  and 
development  agency  to  perform  the  functions  of  the  HSA. 

Section  105.  Designation  of  health  systems  agencies 

Section  105(a)  and  (b)  amend  section  1515(b)(4)  and  section 
1515(c)(2)  respectively,  providing  that  the  Secretary  shall  give 
priority  to  any  application  which  has  been  recommended  for  approval 
by  a  Governor  and  shall  notify  the  Governor  of  the  State  in  which 
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such  entity  is  located  upon  entering  into  an  agreement  with  a  health 
systems  agency.  The  priority  required  to  be  given  to  applications  rec- 
ommended by  comprehensive  health  planning  agencies  or  Regional 
Medical  Programs  is  deleted. 

Section  105(c)  amends  section  1515(c)  by  requiring  the  Secretary 
to  provide  the  State  health  planning  and  development  agency  with 
an  opportunity  to  comment  upon  the  performance  of  a  health  systems 
agency.  It  also  requires  the  Secretary  to  notify  the  Governor  of  any 
renewal  of  a  health  systems  agency  redesigTiation  agreement. 

Sections  105(d)  and  (g)  allow  the  Secretary  to  designate  an  HSA 
for  up  to  36  months  and  set  forth  a  process  for  the  Secretary  to 
terminate  or  not  renew  an  agreement  with  an  HSA  if  it  is  not  com- 
plying with  the  law.  This  process  requires  the  Secretary  to  consult 
with  the  Governor  and  the  SHGC,  give  the  HSA  adequate  notice  of 
the  intention  to  terminate  or  not  renew  the  designation  agreement, 
and  provide  the  HSA  with  a  reasonable  opportunity  for  a  hearing. 
It  also  requires  that  the  Secretary  consult  the  National  Council  on 
Health  Planning  and  Development  prior  to  any  termination  or  fail- 
ure to  renew. 

Section  105(e)  provides  that  when  a  health  service  area  is  redesig- 
nated, the  HSA  serving  that  area  will  continue  to  do  so  unless  the 
Secretary  determines  that  the  Agency  cannot  effectively  carry  out 
health  planning  and  development  activities  for  the  area. 

Section  105(f)  deletes  the  reference  to  entities  receiving  financial 
assistance  which  can  also  receive  technical  assistance  and  is  technical 
in  nature. 

Section  105(h)  permits  the  secretary  to  impose  conditions  on  a 
designation  agreement  if  the  HSA  has  not  met  the  requirements  of 
section  1512(b)  relating  to  legal  structure,  staff  and  governing  body. 

Section  106.  Planning  grants 

Section  106(a)  amends  section  1516  and  provides  that  the  minimum 
grant  for  a  health  systems  agency  may  not  be  less  than  $200,000  in  the 
fiscal  year  ending  September  30, 1980,  $215,000  in  the  fiscal  year  1981, 
and  $230,000  in  succeeding  years.  This  increasing  minimum  grant 
recognizes  both  the  need  to  adjust  for  inflation  and  the  need  to  provide 
funding  to  support  the  increasing  responsibilities  of  the  health  sys- 
tems agencies.  Upon  enactment  agencies  receiving  minimum  grants 
would  be  eligible  for  a  pro  rata  increase  to  the  extent  that  funds  are 
appropriated  for  that  purpose. 

Section  1516  is  also  amended  to  allow  the  Department  of  Health, 
Education,  and  Welfare  to  match  contributed  non-Federal  funds  for 
both  the  health  systems  agency  which  receives  the  minimum  grant, 
as  well  as  those  above  the  minimum.  Funds  matched  in  any  fiscal  year 
would  be  based  on  non-Federal  funds  collected  in  the  previous  fiscal 
year. 

The  existing  HSA  funding  formula  is  changed  to  a  declinins:  per 
capita  funding  to  recognize  economies  of  scale.  It  provides  that  a 
health  systems  agency  will  receive  $.70  per  capita  for  its  first  million 
population,  $.50  per  capita  for  its  second  million  population,  or  part 
thereof,  and  $.30  per  capita  for  any  population  over  two  million. 
However,  if  the  Secretary  determines  that  the  amount  provided  by 


108 


the  formula  is  not  needed  by  the  agency,  he  may  reduce  the  amount  of 
the  grant  after  consultation  with  the  SHPDA. 

Section  106(b)  allows  the  Secretary  to  increase  the  funding  levels 
of  health  systems  agencies  to  recognize  certain  extraordinary  expenses 
that  would  not  be  adequately  covered  in  the  amount  provided  by  the 
formula.  Such  expenses  might  include  the  expense  of  staff  and  board 
member  travel  in  large  rural  areas  or  the  expense  that  results  from  a 
bi-state  HSA  having  to  participate  in  the  activities  of  more  than  one 
State. 

Section  106(c)  amends  section  1516(a)  to  require  the  submission  to 
the  Secretary  of  an  HSA's  budget. 

Section  107.  Carryover  of  grant  funds 

Section  107(a)  amends  section  1516(a)  and  provides  that  if  the 
health  systems  agencies  have  unobligated  funds  at  the  end  of  a  fiscal 
year,  they  may  use  those  funds  in  the  following  fiscal  year  as  long  as 
the  designation  agreement  remains  in  effect. 

Section  107  (b)  and  (c)  add  the  same  carry-over  provision  for  the 
State  health  planning  and  development  agency  in  section  1525(a) 
and  for  those  receiving  grants  for  rate  regulation  under  section 
1526(c). 

Section  108.  MeTnhersMp  requirements 

Section  108(a)  (1)  amends  section  1512(b)  (3)  (C)  (i)  by  clarifying 
that  the  requirement  to  include  major  purchasers  of  health  care  on 
the  HSA  governing  body  includes  labor  organizations.  It  also  modifies 
the  requirement  that  the  consumers  on  the  HSA  be  broadly  representa- 
tive of  the  area  by  adding  the  requirement  that  the  consumers  of  the 
governing  body  include  individuals  representing  the  principal  social, 
economic,  linguistic,  handicapped  and  racial  populations. 

Section  108(a)  (2)  amends  section  1512(b)  (3)  (C)  (ii)  by  requiring 
that  the  provider  members  of  the  HSA  either  be  residents  of  or  have 
their  principal  place  of  business  in  the  health  service  area.  It  adds 
podiatrists,  physician  assistants,  and  rehabilitation  facilities  to  the 
examples  of  providers  or  institutions  which  may  be  represented  on  the 
HSA  governing  body  and  adds  to  the  categories  of  providers  listed 
in  section  1512(b)  (3)  (C)  (ii)  which  must  be  represented:  (1)  the 
dean  of  at  least  one  school  of  medicine  if  there  is  such  a  school  in  the 
area;  and  (2)  other  providers  of  health  care  as  defined  in  section 
1531(3).  The  existing  law  defines  other  providers  but  does  not  ex- 
plicitly provide  for  their  representation  on  an  HSA  governing  body. 

Section  108(a)  (3)  requires  that  at  least  one-half  of  the  providers 
shall  be  direct  providers  and  that  at  least  one  of  them  shall  be  persons 
engaged  in  the  administration  of  a  hospital. 

Section  108(b)  (1)  amends  section  1512(b)  (3)  (C)  (iii)  and  clarifies 
the  requirement  that  public  elected  officials  and  other  representatives 
of  general  purpose  local  governments  are  required  to  be  included  in 
the  membership  of  the  health  systems  agency  oroverning  body.  It  also 
requires  that  individuals  who  are  knowledgeable  about  mental  health 
services  (including  services  for  substance  abuse)  be  included  in  the 
governing  body  membership. 

Section  (b)  (2)  allows  the  overrepresentation  of  rural  areas  by  pro- 
viding that  the  HSA  membership  shall  include  a  percentage  of  indi- 
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I    viduals  who  reside  in  nonmetropolitan  areas  which  is  at  least  equal 
to  the  percentage  of  residents  in  nonmetropolitan  areas. 

Section  108  (b)  (3)  and  (c)  amend  section  1512(b)  (3)  (C)  to  pro- 
vide that  the  representative  of  the  Veterans  Administration  shall  not 
be  considered  in  determining  the  numerical  limits  of  an  HSA,  i.e.,  an 
HSA  required  to  have  a  VA  representative  can  have  a  31  member 
governing  body. 

Sections  108  (b)  (3)  and  (c)  amend  section  1512(b)  (3)  (C)  to  pro- 
a  resident  of  the  area  who  is  no  longer  a  provider  to  be  eligible  for 
'     consumer  membership  on  the  board  unless  he  has  been  a  direct  pro- 
\     vider.  The  existing  law  requires  twelve  months  to  elapse  before  any 
■     such  resident  would  be  eligible  for  consumer  membership. 
1        Section  108(d)  (2)  revises  the  definition  of  provider  of  health  care 
!     by  deleting  the  notion  of  indirect  provider.  Deleted  from  the  existing 
definition  of  provider  are  the  following :  ( 1 )  board  members  of  volun- 
tary health  organizations  who  do  not  have  as  their  primary  purpose 
'     the  delivery  of  health  care,  the  conduct  of  research,  or  the  conduct  of 
I     health  professional  instruction;  and  (2)  the  immediate  family  of  a 
!     provider  with  the  exception  of  the  provider's  spouse.  The  income  test 
I     ioY  Si  provider  is  changed  from  one-tenth  to  one-third.  Eehabilitation 
facilities  are  added  to  the  health  care  facilities  which  are  listed  as 
i     examples  in  the  definition  of  direct  provider. 

'  Section  108(3)  amends  1512(b)  (3)  (C)  (iv)  and  requires  that  HSA 
appointed  subcommittees  and  advisory  groups  shall  have  consumer 
majorities. 

Section  109.  Governing  hody  selection 

Section  109  amends  section  1512(b)  (3)  and  requires  the  health  sys- 
tems agency  to  establish  a  process  for  the  selection  of  the  members  of 
its  governing  body  which  is  designed  to  assure  broad  participation  in 
the  process  by  residents  in  the  area. 

Section  110.  Responsihilities  of  governing  hodies 

Section  110(a)  amends  section  1512(b)  (3)  (B)  (i)  to  provide  that 
when  the  health  systems  agency  is  a  public  regional  planning  body  or 
unit  of  general  local  government,  that  the  public  board  shall  have 
responsibility  for  the  establishment  of  personnel  rules  and  practices 
for  the  staff  of  the  agency  and  for  the  agency's  budget  unless  such 

j      functions  are  specifically  delegated  to  the  governing  body  for  health 

\  planning. 

Section  110(b)  amends  section  1512(b)(3)  (A)  by  providing  that 
when  a  health  systems  agency  is  a  public  regional  planning  body  or 
unit  of  general  local  government,  the  public  governing  board  shall 
appoint  the  members  of  the  s^overning  bodv  for  health  planning. 

Section  110(b)  also  amends  section  1512(b)  (3)  (A)  to  provide  that 
when  a  health  systems  agency  elects  to  have  a  governing  body  of  more 
than  30  members  and  establishes  an  executive  committee  that  has 
j  authority  to  take  action  for  the  board,  then  that  executive  committee 
shall  be  composed  of  not  less  than  10  members,  or  more  than  30 
members. 

Section  110  (c)  is  a  conforming  amendment. 

Section  110(d)  amends  section  1512(b)  by  clarifying  the  immunity 
from  liability  for  money  damages  for  HSA  board  members  and 
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employees  and  extending  the  immunity  to  the  HSA  itself.  The  excep- 
tion to  this  immunity  is  civil  action  for  bodily  injury  to  individuals 
or  physical  damages  to  property. 

Section  111.  Meetings  and  records 

Section  111(a)  amends  section  1512(b)  (3)  (B)  (viii),  to  provide 
that  the  health  systems  agency  is  not  required  to  conduct  in  public 
those  portions  of  business  meetings  that  deal  with  information  of  a 
personal  nature  the  disclosure  of  which  would  constitute  a  clearly 
unwarranted  invasion  of  personal  privacy  or  information  relating  to 
an  agency's  participation  in  a  judicial  proceeding  and  that  records  and 
data  of  a  personal  nature  the  disclosure  of  which  would  constitute  a 
clearly  unwarranted  invasion  of  personal  privacy  or  relating  to  an 
agency's  participation  in  a  judicial  proceeding  do  not  have  to  be  made 
available  to  the  public  upon  request.  The  law  currently  has  very  broad 
sunshine  provisions. 

Section  111(b)  amends  section  1522(b)(6)  by  requiring  that  the 
State  Agency  hold  in  public  meetings  to  conduct  its  business  and  make 
its  records  and  data  available  in  accordance  with  State  law. 

Section  111(c)  amends  section  1512(b)  (6)  to  provide  that  any  exec- 
utive committee  of  the  agency  or  an  entity  appointed  by  the  governing 
body  or  executive  committee  shall :  (1)  conduct  its  business  meetings 
(other  than  parts  of  meetinfrs)  (that  deal  with  information  of  a  per- 
sonal nature  the  disclosure  of  which  would  constitute  a  clearly  unwar- 
ranted invasion  of  personal  privacy  or  information  relating  to  an 
agency's  participation  in  a  judicial  proceeding)  in  public;  (2)  give 
adequate  notice  of  its  meetings  to  those  persons  who  have  requested 
such  notice;  and  (3)  make  its  records  and  data  (other  than  records 
and  data  of  a  personal  nature  the  disclosure  of  which  would  constitute 
a  clearly  unwarranted  invasion  of  personal  privacy  or  relating  to  an 
agency's  participation  in  a  judicial  proceeding)  available  upon  re- 
quest to  the  public. 

Section  112.  Support  and  reimhursement  for  memhers  of  governing 
todies 

Section  112(a)  amends  section  1512(b)  (3)  by  adding  a  requirement 
that  each  health  systems  agency  have  an  identifiable  program  of  pro- 
viding assistance  to  the  members  of  its  governine,-  body,  executive  com- 
mittee (if  any),  and  other  committees  appointed  by  the  governing 
body,  and  shall  include  in  such  proerram  means  to  define  the  support 
needs  of  the  members  and  to  provide  its  members  with  the  support, 
training:,  and  continuing  education  which  is  needed. 

Section  112(b)  amends  section  1512(b)  (3)  (B)  (iv)  by  allowing  the 
HSA,  where  appropriate,  to  make  advances  to  board  members  for 
the  reasonable  costs  incurred  in  attending  meetings  of  the  governing 
body. 

Section  112(c)  amends  section  1512(b)  (2)  (A)  and  requires  that  at 
least  one  member  of  the  HSA  staff  shall  have  the  responsibility  of 
providing  members  of  the  governing  body  with  assistance  in  perform- 
ing their  functions. 

Section  IIS.  Conflicts  of  interest 

Section  113  amends  section  1513 (b  (3)  by  providing  that  no  mem- 
ber of  the  governing  body  or  its  subunits  may  vote  on  project  reviews 
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tJiat  deal  with  an  individual  or  entity  with  which  such  member  has  any 
substantial  ownership,  employment,  fiduciary,  contractual,  creditor 
or  consultive  relationship.  It  also  requires  adequate  disclosure  of  such 
conflict  of  interest  in  relationship  to  any  matter  before  the  HSA. 
Similar  requirements  are  added  to  the  Statewide  Health  Coordinating 
Council  (SHCC)  provisions. 

Section  11  If..  Staff  expertise 

Section  114  amends  section  1512(b)  (2)  (A)  by  adding  expertise  in 
financial  and  economic  analysis  and  the  prevention  of  disease  and  other 
public  health  matters  to  the  list  of  expertise  which  should  be  present, 
to  the  extent  feasible,  on  a  health  systems  agency's  stafl'. 

Section  116.  Health  plan  requirements 

Section  115(a)  amends  section  1524(c)  (1)  requiring  that  the  State- 
wide Health  Coordinating  Council  (SHCC)  establish  a  uniform  for- 
mat for  health  systems  plans,  thus  facilitating  the  SHCC's  role  in  co- 
ordinating health  systems  plans  and  preparing  the  State  health  plan. 

Section  115(b)  amends  section  1513(b)  (2)  to  require  the  HSA  to 
develop  its  health  systems  plan  in  accordance  with  the  format  pre- 
scribed by  the  Statewide  Health  Coordinating  Council.  It  also  re- 
quires that  the  HSP  include  goals  for  mental  health  services  devel- 
oped with  the  assistance  of  persons  knowledgeable  about  such  services. 

Section  115(c)  amends  section  1524(c)  (2).  section  1513(b)  (2),  and 
1523(a)(2).  requiring  the  State  health  planning  and  development 
agency  to  determine  the  health  needs  of  the  State  which  are  state- wide 
after  considering  recommendations  from  the  State  mental  health  au- 
thority and  similar  State  agencies,  and  requiring  the  health  systems 
plans  to  be  developed  in  a  way  which  is  responsive  to  those  statewide 
health  needs.  It  also  requires  the  State  agency  to  refer  the  HSP's  to 
the  State  mental  health  authority  and  similar  State  agencies  so  that 
they  can  make  recommendations  with  respect  to  the  State  health  plan. 
If  either  the  State  agency  or  the  SHCC  do  not  take  the  action  pro- 
posed in  a  recommendation  it  shall  state  the  reasons  for  not  taking 
such  action. 

Section  115(d)  amends  section  1513(b)(2)  by  requiring  that  the 
health  systems  plan  include  a  statement  of  the  resource  requirements — 
personnel,  facilities,  and  other  resources — which  the  agency  deter- 
mines to  be  needed  to  meet  the  goals  set  forth  in  the  health  systems 
plan.  The  HSA  may  identify  in  such  a  statement  any  health  care 
facility  which  provides  inpatient  health  services  which  should  under- 
take such  changes.  This  section  also  requires  that  the  revisions  of  the 
HSP  be  subject  to  the  same  public  hearing  requirements  as  the  plan's 
establishment. 

Section  115(e)  amends  section  1513(b)  (3)  by  requiring  that  the  an- 
nual implementation  plan  include  a  statement  of  resource  requirements 
needed  to  meet  the  objects  of  the  annual  implementation  plan.  The 
HSA  may  identify  in  such  a  statement  any  health  care  facility  which 
provides  inpatient  health  services  Avhich  should  undertake  such 
changes.  This  section  also  adds  requirements  that  the  health  systems 
agency  assure  that  the  public  has  had  adequate  input  into  the  devel- 
opment and  revision  of  the  annual  implementation  plan.  These  re- 
quirements are  identical  to  the  publication  and  public  hearing  pro^-i- 
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sions  required  of  the  HSA  in  the  adoption  and  revision  of  the  health 
systems  plan. 

Section  115(f)  repeals  section  1513(b)  (4)  which  requires  the  agency 
to  develop  and  publish  specific  plans  and  projects  for  achieving  the 
objectives  established  in  the  AIP.  If  the  HSA  is  a  public  entity  the 
planning  body  or  unit  of  local  government  shall  be  given  a  reasonable 
opportunity  to  comment  on  the  proposed  plan  and  propose  additions 
to  or  other  revisions  in  it.  Any  proposed  changes  not  included  in  the 
plan  shall  be  appended  to  it.  A  provision  is  added  to  clarify  that  the 
development  of  an  HSP  or  AIP  in  an  area  that  includes  an  area  under 
the  jurisdiction  of  an  Indian  tribe  or  an  Alaskan  native  village  does 
not  affect  the  authority  of  the  tribe  or  village  to  establish  and  carry 
out  a  health  plan  for  the  Indian  health  programs  under  its  jurisdiction 
and  if  a  plan  is  developed,  it  shall  be  included  in  the  HSP. 

Section  115(g)  deletes  the  existing  requirement  in  1513(b)  (2)  that 
the  goals  of  the  health  systems  plan  are  to  be  "consistent  with"  the 
National  Guidlines  for  Health  Planning.  This  makes  it  clear  that  the 
HSA  can  establish  goals  that  are  different  from  the  National  Guide- 
lines in  order  to  be  responsive  the  the  unique  needs  and  resources  of  its 
area.  However,  the  section  requires  that  if  the  goals  contained  in  the 
HSP  are  not  consistent  with  the  National  Guidelines,  the  HSA  shall 
provide  the  SHPDA  and  the  SHCC  with  a  detailed  statement  of  the 
reasons  for  the  inconsistency.  If  the  HSA  is  a  public  entity  the  plan- 
ning body  or  unit  of  local  government  shall  be  given  a  reasonable 
opportunity  to  comment  on  the  proposed  plan  and  propose  additions 
to  or  other  revisions  in  it.  Any  proposed  changes  not  included  in  the 
plan  shall  be  appended  to  it. 

Section  115(h)  amends  section  1524(c)(2)  by  providing  that  the 
State  health  plan  approved  by  the  SHCC  shall  be  the  State  health 
plan  for  the  State  unless  within  60  days  after  its  approval,  the  Gov- 
ernor disapproves  the  plan  because  it  does  not  effectively  meet  the  estab- 
lished statewide  health  needs.  In  doing  so,  the  Governor  shall  make 
public  a  detailed  statement  on  the  basis  for  his  determination  that  the 
plan  does  not  meet  statewide  health  needs  and  shall  specify  the  changes 
in  the  plan  which  are  needed.  In  developing  the  goals  for  mental  health 
services,  the  SHCC  may  seek  the  advice  of  persons  knowledgeable 
about  such  services. 

Section  115  (i)  amends  section  1513(b)  (2),  1523(a)  (2)  and  1524(c) 
(2)  (A)  to  require  health  plans  to  be  reviewed  at  least  biennially.  Ex- 
isting law  requires  annual  review. 

Section  115 (j)  requires  that  plans  developed  under  section  303(a) 
of  the  Comprehensive  Alcohol  Abuse  and  Alcoholism  Prevention, 
Treatment,  and  Rehabilitation  Act  of  1970  or  section  409(e)  of  the 
Drug  Abuse  Office  and  Treatment  Act  of  1972  to  be  consistent  with 
the  State  health  plan. 

Section  115  (k)  amends  provisions  of  the  Community  Mental  Health 
Centers  Act  to  delete  the  State  health  plan  requirements  under  section 
237.  It  also  requires  the  program  for  community  mental  health  centers 
established  pursuant  to  section  237  and  the  plan  developed  pursuant 
to  314(g)  (2)  (D)  (iv)  of  the  Public  Health  Service  Act  be  consistent 
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with  the  State  health  plan.  The  State  mental  health  authority  is 
authorized  to  designate  an  advisory  council  in  carrying  out  its  func- 
tions including  its  participation  in  the  development  of  the  State  health 
plan. 

Section  116,  Criteria  and  procedures  for  revieios 

Sections  116(a)  and  (b)  amend  section  1532  by  requiring  that  in 
the  conduct  of  review  of  plans  or  applications  for  Federal  funds,  that 
the  SHCC  shall,  to  the  extent  appropriate,  use  the  procedures  and 
criteria  that  apply  to  other  reviews  under  Title  XV  listed  in  section 
1532. 

Section  116  (c)  requires  that  the  HSA,  the  State  health  planning  and 
development  agency  and  the  SHCC  work  together  in  developing  cri- 
teria and  procedures  for  review. 

Section  116(d)  amends  section  1532(c)(6)  by  requiring  that  in 
adopting  criteria  the  planning  agencies  shall  consider,  in  the  case  of 
health  services  proposed  to  be  provided,  the  effect  of  the  proposed  serv- 
ices on  the  clinical  needs  of  health  professional  training  programs, 
the  extent  to  which  such  programs  will  have  access  to  these  services 
if  they  are  to  be  available  in  a  limited  number  of  facilities,  and  the 
extent  to  which  such  services  will  be  accessible  to  all  the  residents  of 
the  area  to  be  served  by  the  services. 

Section  116(e)  amends  section  1532(c)  by  adding,  additional  cri- 
teria to  the  list  provided  for  health  systems  agency  and  State  agency 
consideration  in  developing  their  own  criteria.  This  would  require  that 
in  the  case  of  health  services  or  facilities  proposed  to  be  provided,  the 
efficiency  and  apropriateness  of  the  use  of  existing  services  and  facili- 
ties similar  to  those  proposed  be  considered  in  the  review  process. 

Section  116(f)  amends  section  1532(a)  requiring  the  Secretary  to 
annually  review  the  regulations  promulgated  under  section  1532  and 
provide  an  opportunity  for  planning  agencies  to  comment  on  them. 
The  Secretary  shall  seek  comments  on  any  revisions  at  least  45  days 
before  initial  publication  of  these  revisions. 

Section  116(g)  amends  section  1532(b)(3)  and  (b)  (10)  requiring 
the  planning  agency  to  develop  procedures  that  assure  that  requests  for 
information  are  limited  to  only  that  information  which  is  necessary 
to  perform  the  review  and  to  allow  an  applicant  to  designate  data 
which  he  believes  should  not  be  released  to  the  public  and  to  submit 
such  data  separately.  If  the  agency  proposes  to  release  such  data,  it 
shall  notify  the  applicant  at  least  30  days  before  the  release.  This  sec- 
tion would  also  provide  that  the  agency's  procedures  assure  that  the 
general  public  have  access  to  all  written  materials  "essential"  (rather 
than  "pertinent"  under  existing  law)  to  a  review. 

Section  117.  Certificate  of  need 

Section  117(a)  amends  part  C  of  Title  XV  by  adding  a  new  section 
entitled  "Certificate  of  Need  Program." 

Section  1527(a)  (1)  requires  that  a  certificate  of  need  pro2:ram  pro- 
vide for  the  review  and  determination  of  need  for  major  medical  equip- 
ment, institutional  health  services,  and  capital  expenditures. 
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Section  1527(a)(2)  requires  that  the  program  shall  provide  that 
only  those  equipment,  services,  and  capital  expenditures  found  to  be 
needed  shall  be  acquired,  offered  developed  or  obligated. 

Section  1527 (a)  (3)  provides  that  after  a  certificate  of  need  is 
issued  an  annual  review  shall  be  conducted  of  the  progress  being 
made  in  making  the  equipment,  expenditure  or  service  for  which  the 
certificate  of  need  was  issued  available  for  use,  and  if  it  is  determined 
that  the  holder  of  the  certificate  is  not  meeting  the  approved  time- 
table and  is  not  making  a  good  faith  effort  to  meet  it,  the  certificate 
shall  be  withdrawn. 

Section  1527(a)  (4)  requires  that  a  certificate  of  need  shall  specify 
the  maximum  amount  of  the  capital  expenditure  which  may  be  ob- 
ligated for  the  project  approved  under  the  certificate  of  need.  It  also 
requires  that  the  program  prescribe  the  extent  of  additional  review 
required  of  a  project  that  exceeds  the  maximum  capital  expenditure 
approved. 

Section  1527(a)(5)  requires  that  a  certificate  of  need  program 
provide  any  applicant  who  is  dissatisfied  with  the  decision  made 
under  the  program  with  an  appeals  mechanism  consistent  with  State 
law  governing  the  practices  and  procedures  of  administrative 
agencies. 

Section  1527(a)  (6)  requires  that  decisions  of  the  State  agency 
under  the  certificate  of  need  program  not  be  inconsistent  with  the 
State  health  plan.  It  also  requires  that  a  certificate  of  need  be  issued 
by  the  State  agency  solely  on  the  basis  of  the  record  established 
in  the  administrative  proceedings  held  with  respect  to  the  application 
for  such  certificate. 

Section  1527(a)(7)  allows  the  reviews  to  be  conducted  in  such  a 
manner  that  batching  of  applications  can  occur  with  comparisons 
being  made  among  applications. 

Section  1527 (a)  (8)  requires  that  a  certificate  of  need  application 
shall  be  considered  approved  unless  the  review  is  completed  within 
90  days  or  such  additional  time  on  which  the  applicant  and  the 
agency  can  agree ;  or  such  additional  time  as  prescribed  in  State  law 
in  cases  in  which  a  request  is  made  to  the  State  Agency  for  a  hearing 
under  section  1532(b)  (8)  or  the  State  batches  applications.  It  would 
allow  a  State  to  delay  the  beginning  of  a  review  or  to  suspend  a 
review  when  the  applicant  has  been  cited  by  the  Secretary  of  HEW 
for  violations  of  the  Civil  Rights  Act  of  1964. 

Section  1527(b)  (1-6)  requires  a  State  to  exempt  from  its  certifi- 
cate of  need  program  the  development  of  new  institutional  health 
services,  the  acquisition  of  major  medical  equipment  and  the  obliga- 
tion of  capital  expenditures  of  (1)  a  health  maintenance  organiza- 
tion, (2)  any  other  provider  of  health  care  which  provides  ambula- 
tory and  inpatient  health  services  on  a  prepaid  basis  if  at  least  75 
percent  of  the  patients  who  use  the  service  or  equipment  which  is 
exempt  are  enrollees  of  the  organization  or  provider,  and  (3)  any 
other  provider  who  has  entered  into  agreements  to  serve  enrollees 
of  an  HMO  or  other  providers  (described  in  (2)  above)  if  at  least  75 
percent  of  the  annual  revenues  from  the  service,  equipment  or  expend- 
itures are  derived  from  such  agreements. 

If  in  any  year  an  exempt  HMO  or  provider  fails  to  meet  the 
75  percent  patient  or  revenue  requirement,  the  State  shall  prohibit 
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the  HMO  or  provider  from  using  the  service,  equipment  or  expendi- 
ture to  provide  services  to  individuals  other  than  those  enrolled  on 
a  prepaid  basis  with  the  HMO  or  provider  (described  in  (2)  above). 
Notice  shall  be  provided  to  the  Secretary  and  the  State  Medicaid 
agency  that  the  provider  is  prohibited  from  using  the  service,  equip- 
ment or  expenditure  to  provide  services  to  individuals  who  are  en- 
titled to  benefits  under  Title  XVIII  and  XIX  of  the  Social  Security 
Act  unless  individuals  are  enrolled  on  a  prepaid  basis  with  an  HMO 
or  provider  (described  in  (2)  above) . 

Section  1527 (b)(7)  provides  that  a  certificate  of  need  program 
may  apply  to  an  HMO  only  to  the  extent  it  is  not  exempt  and  then 
only  to  the  acquisition  of  major  medical  equipment,  the  offering  of 
institutional  health  service  and  the  obligation  of  capital  expenditures 
as  set  forth  in  Title  XY. 

Section  1527(c)  requires  that  in  reviewing  an  application  of  an 
osteopathic  or  allopathic  facility  for  a  certificate  of  need,  the  plan- 
ning agency  shall  consider  the  need  of  and  availability  for  services 
and  facilities  for  osteopathic  and  allopathic  physicians  and  their 
patients  and  consider  the  impact  of  the  application  on  institutional 
training  programs. 

Section  1527(d)  requires  that  an  application  for  a  certificate  of 
need  shall  be  approved  if  it  is  required  to  eliminate  or  prevent  immi- 
nent safety  hazards  or  comply  with  licensure  or  accreditation  stand- 
ards but  only  to  the  extent  that  the  capital  expenditure  is  required  to 
eliminate  or  prevent  such  hazards  or  to  comply  with  such  standards. 

Section  1527(e)  excludes  from  required  certificate  of  need  coverage 
the  acquisition  of  major  medical  equipment  that  is  not  owned  or 
located  in  a  health  care  facility  unless  that  equipment  will  be  used 
to  provide  services  for  inpatients  of  a  hospital.  Any  person  who  plans 
to  acquire  such  major  medical  equipment  shall  notify  the  SHPDA 
of  such  plans  so  that  the  agency  can  determine  if  the  acquisition 
requires  review. 

Section  1527(f)  requires  that  in  granting  certificates  of  need,  the 
State  agency  shall  take  into  account  the  recommendations  made  by 
health  systems  agencies  within  the  State. 

Section  117(b)  (1)  amends  section  1523(a)  (4)  (B)  by  making  con- 
forming changes  to  section  1527  and  the  coverage  of  a  certificate  of 
need  program  to  include  capital  expenditures,  and  major  medical 
equipment. 

Section  117(b)  (2)  provides  that  a  certificate  of  need  program  for 
a  State  shall  not  be  found  satisfactory  to  the  Secretary  unless  each 
determination  of  need  within  the  State  is  made  by  the  State  agency 
solely  on  the  basis  of  its  review  conducted  in  accordance  with  the 
procedures  and  criteria  it  has  adopted  in  accordance  with  this  Title 
and  regulations  promulgated  under  it. 

Section  117(b)  (3)  (A)  amends  section  1531  by  providing  definitions 
for  the  terms  "capital  expenditure"  and  "major  medical  equipment.'' 
Included  in  the  definitions  is  an  expenditure  threshold  which  may 
be  adjusted  to  reflect  annual  changes  in  the  composite  construction 
cost  index  maintained  bv  the  Department  of  Commerce. 

Section  117(b)  (3)  (B)  modifies  the  definition  of  institutional  health 
services  in  section  1531(5)  and  results  in  a  change  m  the  mandated 
coverage  under  a  satisfactory  certificate  of  need  program  to  provide 
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that  health  maintenance  organizations  shall  be  subject  to  the  same 
coverage  requirements  as  other  health  care  facilities.  As  the  definition 
is  currently  written,  a  health  maintenance  organization  is  subject  to 
broader  coverage  requirements  than  other  facilities  or  organizations. 

Section  117 (b)  (4)  amends  section  1522(b)  (13)  to  allow  States  to  use 
an  appeals  mechanism  which  is  consistent  with  the  State  law  governing 
the  practices  and  procedures  of  administrative  agencies.  If  there  is 
no  such  State  law  the  review  must  be  made  by  other  than  the  SHPDA. 

Section  117(c)  amends  section  1531(5)  by  adding  rehabilitation 
facilities  to  the  definition  of  institutional  health  services  and  defining 
the  term  rehabilitation  facility  for  purposes  of  Title  XV. 

Section  117(d)  amends  section  1532(c)  (8)  to  provide  for  the  con- 
sideration of  the  special  needs  and  circumstances  of  providers  or 
ambulatory  and  inpatient  health  services  to  enrollees  on  a  prepaid 
basis. 

Section  117(e)  requires  that  the  Secretary  of  Health,  Education, 
and  Welfare  promulgate  such  regulations  as  may  be  necessary  to 
enable  the  States  to  establish  certificate  of  need  programs  which  meet 
the  requirements  of  section  1527  and  other  amendments  within  180 
days. 

Section  118.  Appropriateness  review 

Section  118(a)  amends  section  1513(g)  (1)  and  section  1523(a)  (6) 
and  requires  that  the  health  systems  agency  and  the  State  health 
planning  and  development  agency  review  at  least  those  institutional 
health  services  which  are  offered  in  the  area  and  which  have  been 
designated  by  the  Secretary  for  appropriateness  review.  It  also  adds 
home  health  services  to  the  services  to  be  included  in  appropriafeness 
review.  The  existing  statute  requires  that  all  institutional  health 
services  offered  in  an  area  be  reviewed  every  five  years. 

Section  118(b)  adds  a  new  section  1528  authorizing  grants  to  States 
for  the  purpose  of  demonstrating  the  effectiveness  of  alternative  means 
for  reducing  excess  hospital  capacity  in  a  way  that  provides  the 
greatest  savings  in  the  cost  of  health  care  delivery.  Four  million 
dollars  is  authorized  for  each  of  the  next  three  years. 

Section  119.  Reviero  and  approval  of  proposed  uses  of  Federal  funds 
Section  119(a)  amends  section  1524(c)  (6)  by  requiring  the  SHCC 
to  review  any  application  submitted  to  the  Secretary  by  the  State  for 
a  grant  or  contract  (either  project  or  formula)  awarded  under  the 
Public  Health  Service  Act,  the  Community  Mental  Health  Centers 
Act,  the  Comprehensive  Alcohol  Abuse  and  Alcoholism  Prevention, 
Treatment,  and  Rehabilitation  Act  of  1970,  and  section  409  of  the 
Drug  Abuse  Office  and  Treatment  Act  for  projects  in  more  than  one 
health  service  area.  The  current  law  requires  the  Statewide  Health 
Coordinating  Council  to  review  only  formula  cfrants  under  these  Acts. 

If  the  SHCC  recommends  disapproval  the  Secretary  may  not  make 
Federal  funds  available  if  he  finds  that  the  application  is  not  in  con- 
formity with  the  State  health  plan.  The  governor  shall  be  given 
30  dav'S  to  submit  a  revised  plan  or  application. 

Section  119(b)  amends  section  1513(e)  (1)  (A)  (i)  by  deleting  the 
requirements  that  health  systems  agencies  review  and  approve  pro- 
posed uses  of  Federal  funds  awarded  to  a  State  for  projects  in  more 
than  one  health  service  area.  The  amendments  also  provides  for  the 
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uniform  treatment  of  research  or  training  grants  or  contracts.  Health 
systems  agencies  shall  not  review  and  approve  or  disapprove  the  pro- 
posed uses  of  the  funds  for  grants  or  contracts  for  research  and  train- 
mg  unless  the  grant  or  contract  is  to  be  used  to  support  the  develop- 
ment of  health  resources  which  in  the  cpse  of  grants  or  contracts  for 
training,  would  make  a  significant  change  in  health  services  available 
in  the  area  or  which,  in  case  of  grants  or  contracts  for  research,  would 
significantly  change  the  delivery  of  health  service,  or  the  distribution 
or  extent  of  health  resources,  available  to  persons  in  the  health  service 
area  other  than  those  who  are  participants  in  such  research.  The 
amendment  also  provides  that  when  a  State  is  to  make  a  grant 
or  contract  in  a  health  service  area  from  funds  received  under  the 
covered  Acts,  the  Governor  of  the  State  shall  allow  health  systems 
agencies  60  days  to  review  the  proposed  use  of  those  funds  in  its  area 
and  approve  or  disapprove  such  use.  The  Governor,  after  taking  into 
consideration  the  HSA's  decision  and  any  comments  which  the  State 
health  planning  and  development  agency  has  developed,  may  make 
such  Federal  funds  available  for  the  use  notwithstanding  the  disap- 
proval of  the  health  svstems  agency,  onlv  if  the  decision  of  the  Gov- 
ernor is  made  available  to  the  appropriate  health  systems  agency  and 
State  health  planning  and  development  agency  and  contains  a  de- 
tailed statement  of  the  reasons  for  the  decision. 

Section  120.    Coordination  of  health  planning  with  rate  review 

Sections  120(a)  and  (b)  amend  section  1513(d)  and  section  1522(b) 
(7)  (A)  by  requiring  that  the  health  systems  agency  and  the  State 
health  planning  and  development  agency  coordinate  their  activities 
with  the  activities  of  any  entity  of  the  State  which  reviews  rates  or 
budgets  of  health  care  facilities. 

Section  120(c)  amends  section  1526  by  providing  that  rate  regula- 
tion srrants  can  be  made  to  any  unit  of  a  State  which  now  desires  to 
regulate  rates.  The  existing  six  state  limitation  on  the  number  of  States 
which  can  participate  is  removed. 

Section  121.    Coordination  within  SMSA^s  and  loith  other  entities 

Section  121  amends  section  1513  by  reauirins:  that  the  HSA's  which 
are  part  of  a  standard  metropolitan  statistical  area  develop  a  mecha- 
nism to  coordinate  their  plan  development  and  project  review  func- 
tion«=^.  It  also  provides  for  the  sharing?  of  data  between  the  HSA  and 
Indian  tribes  and  Alaskan  native  villages. 

Section  122.    State  health  planning  and  development  agencies 

Sections  122(a)  and  (b)  amend  section  1521(b)  (14)  by  requiring 
the  Secretary  to  provide  each  HSA  in  a  State  with  an  opportunity  to 
comment  on  a  SHPDA's  performance  prior  to  the  renewal  of  its  des- 
ignation agreement.  It  further  allows  the  Secretary  to  enter  into  such 
an  asfreement  with  a  state  for  up  to  36  months,  and  sets  forth  a  proc- 
ess for  the  Secretary  to  terminate  or  not  renew  an  agreement  with  a 
SHPDA  if  it  is  not  complying  with  the  law.  This  process  requires  the 
Serretarv  to  consult  with  the  SHCC.  to  dve  the  SHPDA _  adequate 
notice  of  the  intention  to  terminate  or  not  renew  the  designation  agree- 
ment, and  to  provide  the  SHPDA  with  a  reasonable  opportunity  for 
a  hearing.  The  Secretary  may  not  terminate  an  agreement  before  con- 
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suiting  with  the  National  Council  on  Health  Planning  and  Develop- 
ment. 

Section  122(d)  amends  section  1621(d)  to  modify  the  penalty  in 
existing  law  if  a  State  does  not  have  a  fully  designated  SHPDA  by 
providing  that  no  grant  may  be  made  or  contract  entered  into  with  the 
State  under  the  Public  Health  Service  Act  and  related  Acts  upon  the 
expiration  of  (1)  the  fiscal  year  ending  September  30,  1980,  (2)  the 
regular  session  of  the  legislature  of  such  State  which  begins  after 
the  promulgation  of  revised  certificate  of  need  regulations  to  imple- 
ment these  amendments,  or  (3)  the  sixth  month  after  the  month  in 
which  such  regulations  are  promulgated,  whichever  occurs  later  until 
a  full  designation  agreement  is  in  effect. 

Section  122(c)  requires  the  SHPDA  to  prepare  an  inventory  of  the 
medical  facilities  (other  than  Federal  health  care  facilities)  located  in 
the  State  and  evaluate  on  an  ongoing  basis  the  physical  condition  of 
such  facilities.  The  results  shall  be  reported  to  the  appropriate  HSA. 

Sections  122(e)  and  (f)  are  technical  amendments. 

Section  122(g)  amends  section  1521(b)  allowing  the  Secretary  to 
extend  beyond  the  36  month  period  prescribed  by  law  the  period  of  a 
SHPDA's  conditional  designation  if  the  Secretary  finds  that  the  desig- 
nated State  A2:encv  is  making  a  good  effort  to  comply  with  the  require- 
ments of  section  1523. 

Section  123.    Statewide  health  coordinating  covMcil  composition 

Section  123(a)  amends  section  1524(b)(1)(A)  and  provides  that 
while  HSA's  are  to  have  equal  representation  on  the  SHCC,  interstate 
HSA's  are  to  have  proportional  representation  (but  at  least  one  rep- 
resentative).  It  also  provides  that  in  States  with  more  than  ten  HSA's, 
each  shall  be  entitled  to  one  representative.  In  other  States,  HSA's  are 
entitled  to  two  representatives. 

Section  123(b)  provides  that  the  Governor  may  select  the  Chair- 
man of  the  SHCC  with  the  advice  and  consent  of  the  State  senate, 
or,  in  the  case  of  a  State  with  a  unicameral  legislature,  of  the  State 
legislature. 

Section  123(c)  amends  section  1524(b')  (1)  (C)  to  require  at  least 
one-half  of  the  providers  on  the  SHCC  shall  be  direct  providers  and 
of  those  at  least  one  shall  be  a  person  engaged  in  the  administration 
of  a  health  care  institution. 

Section  123(d)  is  a  technical  amendment. 

Section  12 Jf.  Authorizations 

Section  124(a)  amends  section  1516Cd)(l)  (as  so  redesignated) 
and  authorizes  federal  grant  support  of  health  systems  agencies  for 
fiscal  years  1980  ($150  million),  for  fiscal  year  1981  ($160  million), 
and  for  fiscal  year  1982  ($170  million). 

Section  124(b)  amends  section  1525(c)  and  provides  authoriza- 
tion for  Federal  support  of  State  health  planning  and  development 
agencies  for  fiscal  year  1980  ($35  million),  for  fiscal  year  1981  ($37 
million),  and  for  fiscal  year  1982  ($39  million). 

Section  124(c)  amends  section  1526(e)  and  provides  support  for 
State  rate  setting  in  fiscal  year  1980  ($6  million),  for  fiscal  year  1981 
($7  million),  and  for  fiscal  year  1982  ($8  million). 

Section  124(d)  amends  section  1534(d)  and  provides  authorization 
for  support  of  technical  assistance  activities  in  fiscal  year  1980  ($10 
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i     million),  and  fiscal  year  1981  ($11  million),  and  for  fiscal  year  1982 
!     ($12  million). 

Section  124(e)  amends  section  1640(d)  and  authorizes  support  for 

the  area  health  services  development  fund  in  fiscal  year  1980  ($25 
I     million),  and  fiscal  year  1981  ($40  million)  and  for  fiscal  year  1982 

($50  million). 

'     Section  125.  Report  on  effectiveness  of  planning  laio 

Section  125  requires  the  Secretary  to  report  to  the  Congress  on  the 
results  of  his  review  under  section  1535  to  determine  the  extent  to 
which  it  may  be  demonstrated  that:  (A)  the  health  of  the  residents 
I     in  the  area  has  been  improved;  (B)  the  accessibility,  acceptability, 
^     continuity  and  quality  of  health  care  has  been  improved;  and  (c) 
increases  in  costs  of  the  provision  of  health  care  have  been  restrained. 

Section  126.  Technical  amendments 

Section  126  amends  section  1903 (m)  (2)  (c)  of  the  Social  Security 
I      Act  to  allow  a  health  maintenance  organization  three  years  from  the 
time  it  is  qualified  to  meet  the  requirement  that  at  least  50  percent 
of  an  HMO's  enrolled  population  must  be  made  up  of  other  than 
Medicare  and  Medicaid  recipients. 

Section  127.  Effective  date 

Section  127  provides  that  these  amendments  shall  take  effect  one 
year  after  the  date  of  enactment  of  the  Act  except  that  health  systems 
agencies.  State  health  planning  and  development  agencies  and  State- 
wide Health  Coordinating  Councils  may  act  to  make  changes  in  their 
structure  and  functions  required  by  the  amendments  prior  to  that 
date.  Required  membership  changes  can  be  made  as  vacancies  occur. 
The  amendments  made  by  section  117  shall  take  effect  180  days  after 
the  date  of  enactment  unless  a  change  in  State  law  is  required  in 
which  case  the  amendments  shall  take  effect  in  such  State  after  the 
close  of  the  first  regular  session  of  the  legislature  which  begins  after 
the  promulgation  of  the  regulations  under  section  117(e). 

Title  II — Revisiox  of  Authority  for  Health  Resources 
Development 

Section  201.  Revision  and  extension  of  assistance 

Section  201(a)  repeals  Part  B  of  Title  XVI  "Allotments." 
Section  201(b)  restructures  the  loan  and  loan  guarantee  provisions 
of  section  1620  to  provide  assistance  for  projects  in  the  following 
priority  areas: 

1.  Modernization  of  medical  facilities. 
1  2.  Construction  of  new^  outpatient  medical  facilities. 

1  3.  Construction  of  new  hospitals  in  (a)  areas  of  rapid  popu- 

lation or  (b)  areas  w^here  merger  or  closure  of  medical  facilities 
i  results  in  a  reduction  of  hospital  beds. 

j  4.  Conversion  of  existing  medical  facilities  to  outpatient  med- 

i  ical  facilities  or  facilities  for  long  term  care. 

'  This  section  also  limits  the  3  percent  interest  subsidy  to  loans  and 

loan  guarantees  made  to  facilities  in  rural  and  urban  poverty  areas. 

Section  201(c)  amends  section  1625  by  entending  the  authoriza- 
tion for  the  project  grant  program  for  construction  or  modernization 
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of  medical  facilities  by  public  entities  and  expanding  it  to  include 
nonprofit  private  entities.  A  project  grant  program  for  the  construc- 
tion of  outpatient  medical  facilities  or  facilities  for  long  term  care 
is  established.  A  grant  could  be  awarded  for  up  to  80  percent  of  the 
cost  of  such  projects  or  100  percent  of  the  cost  of  such  projects  located 
in  urban  or  rural  poverty  areas.  Fifteen  million,  40  million  and  40 
million  dollars  are  authorized  for  fiscal  years  1980,  1981,  and  1982 
respectively  for  outpatient  medical  facilities.  Fifty  million  is  au- 
thorized for  each  of  these  three  years  for  grants  to  public  and  non- 
profit private  entities  for  medical  facility  modernization  projects. 

Section  W2.  Conforming  amendments 

Section  202  contains  additional  conforming  amendments  to  Title 
XYI. 

Section  203.  Technical  amendments 

Section  203  contains  technical  amendments  to  Title  XVI.  Included 
in  these  amendments  is  an  amendment  which  would  authorize  the 
Secretary  to  take  such  action  as  may  be  necessary  to  prevent  a  default 
on  a  loan  made  or  guaranteed  under  Title  XV  or  XIV. 

Section  20 Jf..  Effective  date 

Section  204  provides  that  these  amendments  shall  take  effect  on 
October  1,  1979  except  that  the  amendments  made  by  section  201(b) 
respecting  the  payment  of  interest  subsidies  apply  only  to  loans  and 
loan  guarantees  made  after  that  date. 

Title  III.  Program  to  Assist  and  Encourage  the  Discontinuance 
or  Unneeded  Hospital  Service 

Section  301.  Authorization  of  program 

Section  301(a)  adds  to  Title  XVI  of  the  Public  Health  Service  Act 
a  new  grant  program  to  assist  and  encourage  the  discontinuance  of 
unneeded  hospital  services. 

Section  1641  authorizes  the  Secretary  to  establish  a  program  under 
which  grants  and  technical  assistance  may  be  provided  to  hospitals  to 
assist  and  encourage  them  to  discontinue  the  provision  of  unneeded 
hospital  services. 

Section  1642(a)  provides  that  grants  may  be  made  to  hospitals  in 
operation  on  the  date  of  enactment  of  this  section. 

Section  1642(b)  provides  that  grants  shall  be  subject  to  such  terms 
and  conditions  as  the  Secretary  may  prescribe.  The  amount  of  a  grant 
shall  be  determined  by  the  Secretary.  It  may  be  used  for :  in  the  case 
of  closure,  the  liquidation  of  outstanding:  debt ;  in  the  case  of  conver- 
sion, the  planning,  development  and  delivery  of  another  service;  to 
provide  reasonable  termination  pay  and  related  personnel  costs;  and 
such  other  costs  determined  necessary. 

Section  1642(c)  prescribes  information  to  be  contained  in  the  grant 
application.  It  also  sets  forth  a  process  by  which  an  HSA  and  State 
Agency  are  to  review  the  application  and  minimum  criteria  for  the 
Secretary's  approval  of  an  application. 

Section  1642  fd)  sets  forth  the  role  of  the  Secretary  of  Labor  in  the 
application  review  process  to  assure  that  fair  and  equitable  arrange- 
ments for  the  protection  of  the  interests  of  the  applicant's  employees 
have  been  made. 
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Section  1642(e)  provides  that  section  705  relating  to  records  and 
audits  shall  apply  to  grants  made  under  this  section. 

Section  1642(f)  defines  the  term  hospital  for  purposes  of  this  grant 
program. 

Section  1643  authorizes  $50  million  in  fiscal  year  1980,  $75  million  in 
fiscal  year  1981  and  $100  million  in  fiscal  year  1982  for  purposes  of 
this  program. 

Section  302,  Study 

Section  302  requires  the  Secretary  of  Health,  Education,  and  Wel- 
fare to  conduct  a  study  of  the  effect  of  this  program  during  its  first 
two  fiscal  years  and  to  report  to  the  Congress  the  results  by  January  1, 
1982. 

XIII.  Changes  ix  Existing  Law  Made  by  H.K.  3917 

Changes  in  existing  law  made  by  H.E.  3917  are  shown  as  follows 
(existing  law  proposed  to  be  omitted  is  enclosed  in  black  brackets, 
new  matter  is  printed  in  italic,  existing  law  in  which  no  change  is 
proposed  is  shown  in  roman)  : 

Public  Health  Service  Act 
******* 

TITLE  III— GENERAL  POWERS  AND  DUTIES 
OF  PUBLIC  HEALTH  SERVICE 
******* 

Part  B — Federal-State  Cooperation 
******* 

grants  for  comprehensive  health  planning  and  public  health 

services 

Grants  to  States  for  Comprehensive  State  Health  Planning 

Sec.  314.  (a)  *  *  * 

******* 

State  Mental  Health  Programs 

(g)(1)  From  allotments  made  pursuant  to  paragraph  (4),  the 
Secretary  shall  make  grants  to  State  mental  health  authorities  to 
assist  them  in  meeting  the  costs  of  carrying  out  their  functions  under 
title  XV  of  this  Act  and  under  section  237  of  the  Community  Mental 
Health  Centers  Act  and,  after  September  30, 1979,  in  meeting  the  costs 
of  providing  mental  health  services. 

(2)  No  grant  may  be  made  under  paragraph  (1)  unless  an  appli- 
cation therefor  has  been  submitted  to  and  approved  by  the  Secretary. 
Such  an  application  shall  be  submitted  in  such  form  and  manner  and 
shall  contain  such  information  as  the  Secretary  may  require,  and 
shall  contain  or  be  supported  by  assurances  satisfactory  to  the  Secre- 
tary that — 
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(A)  the  mental  health  services  provided  within  the  State  under 
the  grant  applied  for  will  be  provided  in  accordance  with  the 
State  health  plan  in  effect  for  such  State  under  section  1524(c)  ; 

(B)  funds  received  under  the  grant  applied  for  will  (i)  be  used 
to  supplement  and,  to  the  extent  practical,  to  increase  the  level 
of  non-Federal  funds  that  would  otherwise  be  made  available  for 
the  purposes  for  which  the  grant  funds  are  provided,  and  (ii)  not 
be  used  to  supplant  such  non-Federal  funds ; 

( C )  the  State  mental  health  authority  will — 

(i)  provide  for  such  fiscal  control  and  fund  accounting 
procedures  as  may  be  necessary  to  assure  the  proper  disburse- 
ments of  and  accounting  for  funds  received  under  grants 
under  paragraph  (1) ; 

(ii)  from  time  to  time,  but  not  less  often  than  annually, 
report  to  the  Secretary  (through  a  uniform  national  report- 
ing system  and  by  such  categories  as  the  Secretary  may  pre- 
scribe) a  description  of  the  mental  health  services  provided  in 
the  State  in  the  fiscal  year  for  which  the  fi:rant  applied  for  is 
made  and  the  amount  of  funds  obligated  in  such  fiscal  year 
for  the  provision  of  each  such  category  of  services ;  and 

(iii)  makes  such  reports  (in  such  form  and  containing  such 
information  as  the  Secretary  may  prescribe)  as  the  Secretary 
may  reasonably  require,  and  keep  such  records  and  afford 
such  access  thereto  as  the  Secretary  may  find  necessary  to 
assure  the  correctness  of,  and  to  verify,  such  reports  ; 

(D)  the  State  mental  health  authority  will — 

(i)  perform  the  duties  prescribed  by  section  237  of  the 
Community  Mental  Health  Centers  Act ; 

(ii)  prescribe  and  provide  for  the  enforcement  of  minimum 
standards  for  the  maintenance  and  operation  of  mental 
health  programs  and  facilities  (including  community  mental 
health  centers)  within  the  State ; 

(iii)  provide  for  assistance  to  courts  and  other  public 
agencies  and  to  appropriate  private  agencies  to  facilitate  (I) 
screening  by  community  mental  health  centers  (or,  if  there 
are  no  such  centers,  other  appropriate  entities)  of  residents 
of  the  State  who  are  being  considered  for  inpatient  care  in  a 
mental  health  facility  to  determine  if  such  care  is  necessary, 
and  (II)  provision  of  followup  care  by  community  mental 
health  centers  (or,  if  there  are  no  such  centers,  by  other 
appropriate  entities)  for  residents  of  the  State  who  have  been 
discharged  from  mental  health  facilities :  and 

(iv)  establish  and  carry  out  a  plan  which  is  consistent  with 
the  State  health  plan  in  effect  for  the  State  under  section  152 Jf. 
{c)  and  which — 

(I)  is  designed  to  eliminate  inappropriate  placement 
in  institutions  of  persons  with  mental  health  problems, 
to  insure  the  availability  of  appropriate  noninstitutional 
services  for  such  persons,  and  to  improve  the  quality  of 
care  for  those  with  mental  health  problems  for  whom 
institutional  care  is  appropriate,  and 

(II)  shall  include  fair  and  equitable  arrangements  (as 
determined  by  the  Secretary  after  consultation  with  the 


123 


Secretary  of  Labor)  to  protect  the  interests  of  employees 
affected  by  actions  described  in  subclause  (I),  including 
arrangements  designed  to  preserve  employee  rights  and 
benefits  and  to  provide  training  and  retraining  of  such 
employees  where  necessary  and  arrangements  under 
which  maximum  effort  Avill  be  made  to  guarantee  the 
employment  of  such  employees, 
sfs  *  *  *  *  *  * 

TITLE  XV— NATIONAL  HEALTH  PLANNING  AND 
DEVELOPMENT 

Part  A — National  Guidelines  for  Health  Planning 

NATIONAL  GUIDELINES  FOR  HEALTH  PLANNING 

Sec.  1501.  (a)  The  Secretary  shall,  within  eighteen  months  after  the 
date  of  the  enactment  of  this  title,  by  regulation  issue  guidelines 
concerning  national  health  planning  policy  [and  shall,  as  he  deems 
appropriate,  by  regulation  revise  such  guidelines].  Regulations  under 
this  subsection  shall  be  promulgated  in  accordance  with  section  553  of 
title  5,  United  States  Code. 

(b)  The  Secretary  shall  include  in  the  guidelines  issued  under  sub- 
section (a)  the  following : 

(1)  Standards  respecting  the  appropriate  supply,  distribution, 
and  organization  of  health  resources. 

(2)  A  statement  of  national  health  planning  goals  developed 
after  consideration  of  the  priorities,  set  forth  in  section  1502,  which 
goals,  to  the  maximum  extent  practicable,  shall  be  expressed  in 
quantitative  terms. 

(c)  [In  issuing  guidelines  under  subsection  (a)  the  Secretary  shall] 
At  least  4S  days  before  the  initial  publication  of  a  regulation  proposing 
a  guideline  under  subsection  (a)  or  a  revision  under  subsection  (d)  of 
such  a  guideline,  the  Secretary  shall^  with  respect  to  such  proposed 
guideline  or  revision,  consult  with  and  solicit  recommendations  and 
comments  from  the  health  svstems  agencies  designated  under  part  B, 
the  State  health  planning  and  development  aerencies  designated  under 
part  C,  the  Statewide  Health  Coordinating  Councils  established  under 
part  C,  associations  and  specialty  societies  representinsf  medical  and 
other  health  care  providers,  and  the  National  Council  on  Health  Plan- 
ning and  Development  established  by  section  1503. 

id)  The  Secretary  shall^  on  an  annual  basis,  revieio  the  standards 
and  noa^s  included  in  the  guidelines  issued,  under  snhsection  (a).  In 
conducting  such  a  revieiv\  the  Secretary  shall  review  the  health  sys- 
tems plans  and  ann'iml  imflewenta.tion  plans  of  health  systems  aaen- 
cies  and  State  health  plans.  If  the  Secretary  provoses  to  reonse  a  guide- 
line issued  under  subsection  (a),  he  shall  malce  such  i^e'i^ision  by  reaii- 
lations  nromulgated  in  accordance  with  section  553  of  title  5,  Z^nited 
States  Code. 

(e)  (1)  The,  Secretary  shall  collect  data  to  detei'^nine  lohether  the 
health  care  delireri/  systems  meet  or  a,re  chanaina  to  meet  the  stand- 
ards and  goals  included  in  the  guidelines  issued  under  subsection  (a) 
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and  to  determine  the  personnel^  facilities^  and  other  resources  needed 
to  meet  such  standards  and  goals.  The  Secretary  shall  prescribe  {A) 
the  manner  in  which  such  data  shall  he  assembled  and  reported  to  the 
Secretary  by  health  systems  agencies.  State  health  planning  and  devel- 
opment agencies^  and  other  entities^  and  (B)  the  definitions  which 
shall  be  used  by  such  agencies  and  entities  in  assembling  and  reporting 
such  data. 

(2)  The  Secretary  shall  from  the  data  collected  under  paragraph  (1) 
periodically  make  public  a  (A)  statement  of  the  relationship  between 
such  standards  and  goals  and  the  statues  of  the  supply.,  distribution., 
and  organization  of  health  resources  with  respect  to  which  such 
standards  and  goals  loere  established.,  and  (B)  summary  of  changes 
(either  through  additions  or  reductions)  in  resources  needed  to  meet 
such  standards  and  goals. 

NATIONAL  HEALTH  PRIORITIES 

Sec.  1502.  [a)  The  Congress  finds  that  the  following  deserve  priority 
consideration  in  the  formulation  of  national  health  planning  goals  and 
in  the  development  and  operation  of  Federal,  State,  and  area  health 
planning  and  resources  development  programs : 

(1)  The  provision  of  primary  care  services  for  medically  un- 
derserved  populations,  especially  those  which  are  located  in  rural 
or  economically  depressed  areas. 

(2)  The  development  of  multi-institutional  systems  for  co- 
ordination or  consolidation  of  institutional  health  services  (in- 
cluding obstetric,  pediatric,  emergency  medical,  intensive  and 
coronary  care,  and  radiation  therapy  services) . 

(3)  The  development  of  medical  group  practices  (especially 
those  whose  services  are  appropriately  coordinated  or  integrated 
with  institutional  health  services),  health  maintenance  organi- 
zations, and  other  organized  systems  for  the  provision  of  health 
care. 

(4)  The  training  and  increased  utilization  of  physician  assist- 
ants, especially  nurse  clinicians. 

(5)  The  development  of  multi-institutional  arrangements  for 
the  sharing  of  support  services  necessary  to  all  health  service 
institutions. 

(6)  The  promotion  of  activities  to  achieve  needed  improve- 
ments in  the  quality  of  health  services,  including  needs  identified 
by  the  review  activities  of  Professional  Standards  Review  Orga- 
nizations under  part  B  of  title  XI  of  the  Social  Security  Act. 

(7)  The  development  by  health  service  institutions  of  the 
capacity  to  provide  various  levels  of  care  (including  intensive 
care,  acute  general  care,  and  extended  care)  on  a  geographically 
integrated  basis. 

(8)  The  promotion  of  activities  for  the  prevention  of  disease, 
including  studies  of  nutritional  and  environmental  factors  affect- 
ing health  and  the  provision  of  preventive  health  care  services. 

(9)  The  adoption  of  uniform  cost  accounting,  simplified  re- 
imbursement, and  utilization  reporting  systems  and  improved 
management  procedures  for  health  service  institutions  and  the 
development  and  use  of  cost  saving  technology. 
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(10)  The  development  of  effective  methods  of  educating  the 
general  public  concerning  proper  personal  (including  preventive) 
health  care  and  methods  for  effective  use  of  available  health 
services. 

(11)  The  promotion  of  an  effective  energy  conservation  and 
fuel  efficiency  program  for  health  service  institutions  to  reduce 
the  rate  of  growth  of  demand  for  energy. 

{12)  The  identification  and  discontinuance  of  duplicative  or 
unneeded  services  and  facilities. 

{13)  The  adoption  of  policies  which  toill  {A)  contain  the 
rapidly  rising  costs  of  health  care  delivery^  {B)  insure  more  ap- 
propriate u^e  of  health  care  services^  and  {C)  promote  greater 
efficiency  in  the  health  care  delivery  system. 

{Ill)  The  elimination  of  inappropriate  placement  in  institutions 
of  persons  with  mental  health  problems  and  the  improvement  of 
the  quality  of  care  provided  those  loith  mental  health  prohlems  for 
whom  institutional  care  is  appropriate. 

{15)  Assurance  of  access  to  community  mental  health  centers 
and  other  mental  health  care  providers  for  needed  mental  health 
services  to  emphasize  the  provision  of  outpatient  as  a  preferable 
alternative  to  inpatient  mental  health  services, 
{h)  {!)  The  Congress  finds  that  extensive  coverage  by  public  and 
private  health  insurance  of  health  services^  particularly  of  inpatient 
health  sei'vices,  and  the  prevailing  methods  of  paying  for  health 
services  through  health  insurance  have — 

{A)  resulted  in  individuals  making  decisions  respecting  their 
use  of  those  health  services  without  regard  to  the  price  of  the 
health  services., 

{B)  diminished  the  effect  of  the  market  forces  of  supply  and 
demand  on  decisions  of  providers  respecting  the  supply  of  those 
health  services  and  the  facilities  through  which  they  ivould  be 
provided.,  and 

{C)  consequently  encouraged  duplication  and  excess  supply 
of  certain  health  services  and  facilities^  particularly  in  the  ca^e 
of  inpatient  health  services^  and  have  encouraged  excessive  use 
of  health  services  and  facilities. 
{2)  For  health  services^  such  as  inpatient  health  services  and  other 
institutional  health  services^  for  tohich  the  marhet  forces  of  supply 
and  demand  do  not  or  will  not  appropriately  allocate  supply  because 
of  the  effects  described  in  paragraph  {!)  of  health  insurance  coverage 
and  the  methods  of  paying  for  health  care  under  imurance^  health 
systems  agencies  and  State  health  planning  and  development  agencies 
should  in  the  exercise  of  their  functions  under  such  title  XV  take 
actions  to  allocate  the  supply  of  such  services. 

{S)  For  the  health  services  for  which  the  market  forces  of  supply 
and  demand  appropriately  allocate  or  will  appropriately  allocate 
supply.,  health  systems  agencies  and  State  health  planning  and  de- 
velopment agencies  should  in  the  performance  of  their  functions  under 
title  XV  of  the  Public  Health  Service  Act  give  priority  to  actions 
which  would  strengthen  the  effect  of  such  forces  on  the  supply  of 
such  services. 
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NATIONAL  COUNCIL  ON  HEALTH  PLANNING  AND  DEVELOPMENT 

Sec.  1503.  (a)  There  is  established  in  the  Department  of  Health, 
Education,  and  Welfare  an  advisory  council  to  be  known  as  the  Na- 
tional Council  on  Health  Planning  and  Development  (hereinafter 
in  this  section  referred  to  as  the  "Council").  The  Council  shall  advise, 
consult  with,  and  make  recommendations  to,  the  Secretary  with  re- 
spect to  (1)  the  development  of  national  guidelines  under  section  1501, 
(2)  the  implementation  and  administration  of  this  title  and  title  XVI, 
and  (3)  an  evaluation  of  the  implications  of  new  medical  technology 
for  the  organization,  delivery,  and  equitable  distribution  of  health 
care  services. 

(b)(1)  The  Council  shall  be  composed  of  fifteen  members.  The  Chief 
Medical  Director  of  the  Veterans'  Administration,  the  Assistant  Sec- 
retary for  Health  and  Environment  of  the  Department  of  Defense,  and 
the  Assistant  Secretary  for  Health  of  the  Department  of  Health, 
Education,  and  Welfare  shall  be  nonvoting  ex  officio  members  of  the 
Council.  The  remaining  members  shall  be  appointed  by  the  Secretary 
and  shall  be  persons  who,  as  a  result  of  their  training,  experience,  or 
attainments,  are  exceptionally  well  qualified  to  assist  in  carrying  out 
the  functions  of  the  Council.  Of  the  voting  members,  not  less  than 
five  shall  be  persons  who  are  not  providers  of  health  services,  nor  more 
than  three  shall  be  officers  or  employees  of  the  Federal  Government, 
not  less  than  one  shall  he  an  admimstrator  of  a  private  hospital^  not 
less  than  three  shall  be  members  of  governing  bodies  of  health  sys- 
tems agencies  designated  under  part  B,  and  not  less  than  three  shall 
be  members  of  Statewide  Health  Coordinating  Councils  established 
under  section  1524.  The  two  major  political  parties  shall  have  equal 
representation  among  the  voting  members  on  the  Council. 

(2)  The  term  of  office  of  voting  members  of  the  Council  shall  be 
six  years,  except  that — 

(A  of  the  members  first  appointed  to  the  Council,  four  shall 
be  appointed  for  terms  of  two  years  and  four  shall  be  appointed 
for  terms  of  four  years,  as  designated  by  the  Secretary  at  the  time 
of  appointment ;  and 

(B)  any  member  appointed  to  fill  a  vacancy  occurring  prior  to 
the  expiration  of  the  term  for  which  his  predecessor  was  appointed 
shall  be  appointed  only  for  the  remainder  of  such  term. 
A  member  may  serve  after  the  expiration  of  his  term  until  his  successor 
has  taken  office. 

(3)  The  chairman  of  the  Council  shall  be  selected  by  the  voting 
members  from  among  their  number.  The  term  of  office  of  the  chairman 
of  the  Council  shall  be  the  lesser  of  three  years  or  the  period  remaining 
in  his  term  of  office  as  a  member  of  the  Council. 

(c)  (1)  Except  as  provided  in  paragraph  (2),  the  members  of  the 
Council  shall  each  be  entitled  to  receive  the  daily  equivalent  of  the 
annual  rate  of  basic  pav  in  effect  for  g-rade  GS-18  of  the  General 
Schedule  for  each  day  (including  traveltime)  during  which  they  are 
engaged  in  the  actual  performance  of  duties  vested  m  the  Council. 

(2)  Members  of  the  Council  who  are  full-time  officers  or  employees 
of  the  United  States  shall  receive  no  additional  pay  on  account  of  their 
service  on  the  Council. 
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(3)  While  away  from  their  homes  or  regular  places  of  business  in 
the  performance  of  services  for  the  Council,  members  of  the  Council 
shall  be  allowed  travel  expenses,  including  per  diem  in  lieu  of  sub- 
sistence, in  the  same  manner  as  persons  employed  intermittently  in 
the  Government  service  are  allowed  expenses  under  section  5703(b) 
of  title  5,  United  States  Code. 

(d)  The  Council  may  appoint,  fix  the  pay  of,  and  prescribe  the  func- 
tions of  such  personnel  as  are  necessary  to  carry  out  its  functions.  In 
addition,  the  Council  may  procure  the  services  of  experts  and  con- 
sultants as  authorized  by  section  3109  of  title  5,  United  States  Code, 
but  without  regard  to  the  last  sentence  of  such  section. 

(e)  The  provisions  of  section  14(a)  of  the  Federal  Advisory  Com- 
mittee Act  shall  not  apply  with  respect  to  the  Council. 

Part  B — Health  Systems  Agencies 

health  service  areas 

Sec.  1611.  (a)  Except  as  provided  in  section  1536,  there  shall  be 
established,  in  accordance  with  this  section,  health  service  areas 
throughout  the  United  States  with  respect  to  which  health  systems 
agencies  shall  be  designated  under  section  1515.  Each  health  service 
area  shall  meet  the  following  requirements : 

(1)  The  area  shall  be  a  geographic  region  appropriate  for  the 
effective  planning  and  development  of  health  services,  deter- 
mined on  the  basis  of  factors  including  population  and  the 
availability  of  resources  to  provide  all  necessary  health  services 
for  residents  of  the  area. 

(2)  To  the  extent  practicable,  the  area  shall  include  at  least 
one  center  for  the  provision  of  highly  specialized  health  services. 

(3)  The  area,  upon  its  establishment,  shall  have  a  population 
of  not  less  than  five  hundred  thousand  or  more  than  three  million ; 
except  that — 

(A)  the  population  of  an  area  may  be  more  than  three 
million  if  the  area  includes  a  standard  metropolitan  statisti- 
cal area  (as  determined  by  the  Office  of  Management  and 
Budget)  with  a  population  of  more  than  three  million,  and 

(B)  the  population  of  an  area  may — 

(i)  be  less  than  five  hundred  thousand  if  the  area 
comprises  an  entire  State  which  has  a  population  of  less 
than  five  hundred  thousand,  or 

(ii)  be  less  than — 

(I)  five  hundred  thousand  (but  not  less  than  two 
hundred  thousand)  in  unusual  circumstances  (as 
determined  by  the  Secretary) ,  or 

(II)  two  hundred  thousand  in  highly  unusual  cir- 
cumstances (as  determined  by  the  Secretary) , 

if  the  Governor  of  each  State  in  which  the  area  is  located 
determines,  with  the  approval  of  the  Secretary,  that  the 
area  meets  the  other  requirements  of  this  subsection. 

(4)  To  the  maximum  extent  feasible,  the  boundaries  of  the  area 
shall  be  appropriately  coordinated  with  the  boundaries  of  areas 
designated  under  section  1152  of  the  Social  Security  Act  for  Pro- 
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fessional  Standards  Review  Organizations,  existing  regional 
planning  areas,  and  the  State  planning  and  administrative  areas. 
The  boundaries  of  a  health  service  area  shall  be  established  so  that, 
in  the  planning  and  development  of  health  services  to  be  offered  with- 
in the  health  service  area,  any  economic  or  geographic  barrier  to  the 
receipt  of  such  services  in  nonmetropolitan  areas  is  taken  into  account. 
The  boundaries  of  health  service  areas  shall  be  established  so  as  to 
recognize  the  differences  in  health  planning  and  health  services  devel- 
opment needs  between  nonmetropolitan  and  metropolitan  areas.  Each 
standard  metropolitan  statistical  area  shall  be  entirely  with  the  bound- 
aries of  one  health  service  area,  except  that  if  the  Governor  of  each 
State  in  which  a  standard  metropolitan  statistical  area  is  located  de- 
termines, with  the  approval  of  the  Secretary,  that  in  order  to  meet 
the  other  requirements  of  this  subsection  a  health  service  area  should 
contain  only  part  of  the  standard  metropolitan  statistical  area,  then 
such  statistical  area  shall  not  be  required  to  be  entirely  within  the 
boundaries  nf  «nph  health  service  area. 

(b)  (1)  Within  thirty  days  following  the  date  of  the  enactment  of 
this  title,  the  Secretary  shall  simultaneously  give  to  the  Governor  of 
each  State  written  notice  of  the  initiation  of  proceedings  to  establish 
health  service  areas  throughout  the  United  States.  Each  notice  shall 
contain  the  following : 

(A)  A  statement  of  the  requirement  (in  subsection  (a))  of 
the  establishment  of  health  service  areas  throughout  the  United 
States. 

(B)  A  statement  of  the  criteria  prescribed  by  subsection  (a) 
for  health  service  areas  and  the  procedures  prescribed  bv  this 
subsection  for  the  designation  of  health  service  area  boundaries. 

(C)  A  request  that  the  Governor  receiving  the  notice  (i)  des- 
ignate the  boundaries  of  health  service  areas  within  his  State, 
and,  where  appropriate  and  in  cooperation  with  the  Governors 
of  adjoining  States,  designate  the  boundaries  within  his  State  of 
health  service  areas  located  both  in  his  State  and  in  adi'oining 
States,  and  (ii)  submit  (in  such  form  and  manner  as  the  Sec- 
retary shall  specify)  to  the  Secretary,  within  one  hundred  and 
twenty  days  of  the  date  of  enactment  of  this  title,  such  boundary 
designations  together  with  comments,  submitted  by  the  entities 
referred  to  in  paragraph  (2),  with  respect  to  such  designations. 

At  the  time  such  notice  is  given  under  this  paragraph  to  each  Gov- 
ernor, the  Secretary  shall  publish  as  a  notice  in  the  Federal  Register  a 
statement  of  the  giving  of  his  notice  to  the  Governor  and  the  criteria 
and  procedures  contained  in  such  notice. 

(2)  Each  State's  Governor  shall  in  the  development  of  boundaries 
for  health  service  areas  consult  with  and  solicit  the  views  of  the  chief 
executive  officer  or  agency  of  the  political  subdivisions  within  the 
State,  the  State  agency  which  administers  or  supervises  the  adminis- 
tration of  the  State's  health  planning  functions  under  a  State  plan 
approved  under  section  314(a) ,  eacli  entity  within  the  State  which  has 
developed  a  comprehensive  regional  metropolitan,  or  other  local  area 
plan  or  plans  referred  to  in  section  314(b),  and  each  regional  medical 
program  established  in  the  State  under  the  title  IX. 

(3)  (A)  With  two  hundred  and  ten  days  after  the  date  of  enactment 
of  this  title,  the  Secretary  shall  publish  as  a  notice  in  the  Federal  | 
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Register  the  health  service  area  boundary  designations.  The  bound- 
aries for  health  service  areas  submitted  by  the  Governors  shall, 
except  as  otherwise  provided  in  subparagraph  (B),  constitute  upon 
their  publication  in  the  Federal  Register  the  iboundaries  for  such 
health  service  areas. 

(B)  (i)  If  the  Secretary  determines  that  a  boundary  submitted  to 
him  for  a  health  service  area  does  not  meet  the  requirements  of 
subsection  (a),  he  shall,  after  consultation  with  the  Governor  who 
submitted  such  boundary,  make  such  revision  in  the  boundary  for 
such  area  (and  as  necessary,  in  the  boundaries  for  adjoining  health 
service  areas)  as  may  be  necessary  to  meet  such  requirements  and 
publish  such  revised  boundary  (or  boundaries)  ;  and  the  revised 
boundary  (or  boundaries)  shall  upon  publication  in  the  Federal 
Register  constitute  the  boundary  (or  boundaries)  for  such  health 
service  area  (or  areas).  The  Secretary  shall  notify  the  Governor  of 
each  State  in  which  is  located  a  health  service  area  whose  boundary 
is  revised  under  this  clause  of  the  boundary  revision  and  the  reasons 
for  such  revision. 

(ii)  In  the  case  of  areas  of  the  United  States  not  included  within 
the  boundaries  for  health  service  areas  submitted  to  the  Secretary 
as  requested  under  the  notice  under  paragraph  (1),  the  Secretary 
shall  establish  and  publish  in  the  Federal  Register  health  service  area 
boundaries  which  include  such  areas.  The  Secretary  shall  notify  the 
Governor  of  each  State  in  which  is  located  a  health  service  area  the 
boundary  for  which  is  established  under  this  clause  of  the  boundaries 
established.  In  carrying  out  the  requirement  of  this  clause,  the 
Secretary  may  make  such  revisions  in  boundaries  submitted  under 
subparagraph  (A)  as  he  determines  are  necessary  to  meet  the  require- 
ment of  subsection  (a)  for  the  establishment  of  health  service  areas 
throughout  the  United  States. 

(4)  The  Secretary  shall  review  on  a  continuing  basis  and  at  the 
request  of  any  Governor  or  designated  health  systems  agency  the 
appropriateness  of  the  boundaries  of  the  health  service  areas  estab- 
lished under  paragraph  (3)  and,  [if  he  determines  that  a  boundary 
for  a  health  service  area  no  longer  meets  the  requirements  of  sub- 
section (a),  he  may  revise  the  boundaries!  if  he  determines^  after 
providing  reasonable  opportunity  for  a  pvhlic  hearing — 

(A)  that  a  health  service  area  does  not  meet  the  requirenient  of 
paraqraph  (1)  of  subsection  (a)  relating  to  effective  plmining  and 
development  of  health  services^  and 

(B)  revision  of  the  boundaries  would  establish  an  area  lohich 
meets  su^h  requirement  and  lohich  better  meets  at  least  one  other 
requirement  of  such  subsection^ 

he  may  revise  the  boundaries  in  accordance  Avith  the  procedures  pre- 
scribed by  paragraph  (3)  (B)  (ii)  for  the  establishment  of  boundaries 
of  health  service  areas  which  include  areas  not  included  in  boundaries 
submitted  by  the  Governors.  If  the  Secretary  acts  on  his  own  initiative 
to  revise  the  boundaries  of  anv  health  service  area,  he  shall  consult 
with  the  Governor  of  the  appropriate  State  or  States,  the  entities 
referred  to  in  paragraph  (2),  the  anpropriate  health  systems  agency 
or  agencies  designated  under  part  B  and  the  appropriate  Statewide 
Health  Coordinating  Council  established  under  part  C.  A  request  for 
boundary  revision  shall  be  made  only  after  consultation  with  the 
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Governor  of  the  appropriate  State  or  States,  the  entities  referred  to 
in  paragraph  (2),  the  appropriate  designated  health  systems  agencies, 
and  the  appropriate  established  Statewide  Health  Coordinating 
Council  and  shall  include  the  comments  concerning  the  revision 
made  by  the  entities  consulted  in  requesting  the  revision. 

(5)  Within  one  year  after  the  date  of  the  enactment  of  this  title 
the  Secretary  shall  complete  the  procedures  for  the  initial  establish- 
ment of  the  boundaries  of  health  service  areas  which  (except  as  pro- 
vided in  section  1536)  include  the  geographic  area  of  all  the  States. 

[(c)  Notwithstanding  any  other  requirement  of  this  section,  an 
area — 

[(1)  for  which  has  been  developed  a  comprehensive  regional, 
metropolitan  area,  or  other  local  area  plan  referred  to  in  section 
314(b),  and 

[(2)  which  otherwise  meets  the  requirements  of  subsection  (a), 
shall  be  designated  by  the  Secretary  as  a  health  service  area  unless 
the  Governor  of  any  State  in  which  such  area  is  located,  upon  a  finding 
that  another  area  is  a  more  appropriate  region  for  the  effective  plan- 
ning and  development  of  health  resources,  waives  such  requirement.] 

HEALTH  SYSTEMS  AGENCIES 

Sec.  1512.  (a)  Definition. — For  purposes  of  this  title,  the  term 
"health  systems  agency"  means  an  entity  which  is  organized  and 
operated  in  the  manner  described  in  subsection  (b)  and  which  is 
capable,  as  determined  -by  the  Secretary,  of  performing  each  of  the 
functions  described  in  section  1513.  The  Secretary  shall  by  regulation 
establish  standards  and  criteria  for  the  requirements  of  subsection  (b) 
and  section  1513. 

(b)  (1)  Legal  Structure. — A  health  systems  agency  for  a  health 
service  area  shall  be — 

(A)  a  nonprofit  private  corporation  (or  similar  legal  mecha- 
nism such  as  a  public  benefit  corporation)  which  is  incorporated 
in  the  State  in  which  the  largest  part  of  the  population  of  the 
health  service  area  resides,  which  is  not  a  subsidiary  of,  or  other- 
wise controlled  by,  any  other  private  or  public  corporation  or 
other  legal  entity,  and  which  only  engages  in  health  planning 
and  development  functions; 

(B)  a  public  regional  planning  body  if  (i)  it  has  a  governing 
board  composed  of  a  majority  of  elected  officials  of  units  of  gen- 
eral local  government  or  it  is  authorized  by  State  law  (in  effect 
before  the  date  of  enactment  of  this  subsection)  to  carry  out  health 
planning  and  review  functions  such  as  those  described  in  section 
1513,  and  (ii)  its  planning  area  is  identical  to  the  health  service 
area;  or 

(C)  a  single  unit  of  general  local  government  in  the  area  of  the 
jurisdiction  of  that  unit  is  identical  to  the  health  service  area. 

A  health  systems  agency  may  not  be  an  educational  institution  or 
operate  such  an  institution. 
(2)  Staff. — 

(A)  Expertise. — A  health  systems  agency  shall  have  a  staff 
which  provides  the  agency  with  expertise  in  at  least  the  following : 
(i)  Administration,  (ii)  the  gathering  and  analysis  of  data,  (iii) 


131 


health  planning,  [and]  (iv)  development  and  use  of  health  re- 
sources, (v)  to  the  extent  feasible^  financial  and  economic  analysis^ 
and  (vi)  to  the  extent  feasible^  prevention  of  disease  and  other 
public  health  matters.  The  functions  of  planning  and  of  develop- 
ment of  health  resources  shall  be  conducted  by  staffs  with  skills 
appropriate  to  each  function.  At  least  one  member  of  the  staff  shall 
be  designated  to  have  the  responsibility  of  providing  the  members 
of  the  governing  body  of  an  agency  with  such  information  and 
technical  assistance  as  they  may  require  to  effectively  perform 
their  functions. 

(B)  Size  and  Employment. — The  size  of  the  professional  staff 
of  any  health  systems  agency  shall  be  not  less  than  five,  except, 
that  if  the  quotient  of  the  population  (rounded  to  the  next  highest 
one  hundred  thousand)  of  the  health  service  area  which  the 
agency  serves  divided  by  one  hundred  thousand  is  greater  than 
five,  the  minimum  size  of  the  professional  staff  shall  be  the  lesser 
of  (i)  such  quotient,  or  (ii)  twenty-five.  The  members  of  the  staff 
shall  be  selected,  paid,  promoted,  and  discharged  in  accordance 
with  such  system  as  the  agency  may  establish,  except  that  the 
rate  of  pay  for  any  position  shall  not  be  less  than  the  rate  of  pay 
prevailing  in  the  health  service  area  for  similar  positions  in  other 
public  or  private  health  service  entities.  If  necessary  for  the 
performance  of  its  functions,  a  health  systems  agency  may  employ 
consultants  and  may  contract  with  individuals  and  entities  for 
the  provision  of  services.  Compensation  for  consultants  and  for 
contracted  services  shall  be  established  in  accordance  with  stand- 
ards established  by  regulation  by  the  Secretary. 
(3)  Governing  Body. — 

(A)  In  General. — A  health  systems  agency  which  is  a  public 
regional  planning  body  or  imit  of  general  local  government  shall, 
in  addition  to  any  other  governing  body,  [have  a  governing  body 
for  health  planning,  which  is  established  in  accordance  with  sub- 
paragraph (C) ,]  appoint  a  governing  body  for  health  planning  in 
accordance  with  subparagraph  (C)  which  shall  have  the  responsi- 
bilities prescribed  by  subparagraph  (B),  and  which  [has]  shall 
have  exclusive  authority  to  perform  for  the  agency  the  functions 
described  in  section  1513.  Any  other  health  systems  agency  shall 
have  a  governing  body  composed,  in  accordance  with  subpara- 
graph (C),  of  not  less  than  ten  members  and  of  not  more  than 
thirty  members,  except  that  the  number  of  members  may  exceed 
thirty  if  the  governing  body  has  established  another  unit  (referred 
to  in  this  paragraph  as  an  "executive  committee")  composed,  in 
accordance  with  subparagraph  ( C ) ,  of  [not  more  than  twenty-five 
members]  not  less  than  ten  members  and  of  not  more  than  thirty 
members  of  the  governin^i^  body  and  has  delegated  to  that  unit  the 
authority  to  take  such  action  (other  than  the  establishment  and 
revision  of  the  plans  referred  to  in  subparagraph  (B)  (ii)  as  the 
governing  body  is  authorized  to  take. 

(B)  Responsibilities. — The  governing  body — 

[(i)  shall  be  responsible  for  the  internal  affairs  of  the 
health  systems  agency,  including  matters  relating  to  the 
staff  of  the  agency,  the  agency's  budget,  and  procedures  and 
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criteria  (developed  and  published  pursuant  to  section  1532) 
applicable  to  its  functions  under  subsections  (e),  (f),  (g),  and 
(h)  of  section  1513;] 

(^)  shall  he  responsible  for — 

(/)  the  interrwl  affairs  of  the  health  systems  agency^ 
including  matters  relating  to  the  staff  of  the  agency  and 
the  agencxfs  hvdget^  except  that  the  govoming  body  for 
health  planning  of  an  agency  which  is  a  public  regional 
planning  body  or  unit  of  general  local  goverment  shall 
not  be  responsible  for  the  establishment  of  personnel 
rules  and  practices  for  the  staff  of  the  agency  or  for  the 
the  agency'^s  budget  unless  authorized  by  the  planning 
body  or  unit  of  gov  eminent^  and 

(II)  procedures  and  criteria  developed  and  published 
pursuant  to  section  1532  and  applicable  to  its  functions 
under  subsections  (e),  {f)^and  (g)  of  section  1513 ; 

(ii)  shall  be  responsible  for  the  establishment  of  the  health 
systems  plan  and  amiual  implementation  plan  required  by 
section  1513(b) 

(iii)  shall  be  responsible  for  the  approval  of  grants  and 
contracts  made  and  entered  into  under  section  1513(c)  (3)  ; 

(iv)  shall  be  responsible  for  the  approval  of  all  actions 
taken  pursuant  to  subsections  (e) ,  (f ) ,  and  (g)  [,  and  (h)  J  of 
section  1513; 

(v)  shall  (I)  issue  an  annual  report  concerning  the  activ- 
ities of  the  agency,  (II)  include  in  that  report  the  health 
systems  plan  and  annual  implementation  plan  developed  by 
the  agency,  and  a  listing  of  the  agency's  income,  expenditures, 
assets,  and  liabilities,  and  (III)  make  the  report  readily  avail- 
able to  the  residents  of  the  health  service  area  and  the  various 
communications  media  serving  such  area ; 

(vi)  shall  reimburse  (or  when  appropriate  make  advances 
to)  its  members  for  their  reasonable  costs  incurred  in  attend- 
ing meetings  of  the  governing  body ; 

(vii)  shall  meet  at  least  once  in  each  calendar  quarter  of  a 
year  and  shall  meet  at  least  two  additional  times  in  a  year 
unless  its  executive  committee  meets  at  least  twice  in  that 
year;  and 

(viii)  shall  (I)  [conduct  its  business  meetings  in  public] 
hold  in  public  meetings  to  conduct  the  business  of  the  agency 
(other  than  any  part  of  a  meeting  in  which  it  is  likely^  as 
determined  by  the  governing  body^  that  information  of  a 
personal  nature  loill  be  disclosed  and  such  a  disclosure  would 
constitute  a  clearly  unwarranted  invasion  of  personal  pri- 
vacy or  that  information  relating  to  the  agency''s  participa- 
tion in  a  judicial  proceeding  ivill  be  disclosed),  (II)  give 
adequate  notice  to  the  public  of  such  meetings,  and  (III)  make 
[its  records  and  data]  records  and  data  of  the  agency  (other 
than  persomiel  and  medical  and  similar  files  the  disclosure 
of  lohich  loould  constitute  a  clearly  unwarranted  invasion 
of  personal  privacy  and  records  or  data  of  the  agency  relat- 
ing to  its  participation  in  a  judicial  proceeding)  available, 
upon  request,  to  the  public. 
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The  governing  body  (and  executive  committee  (if  any))  of  a  health 
systems  agency  shall  act  only  by  vote  of  a  majority  of  its  members 
present  and  voting  at  a  meeting  called  upon  adequate  notice  to  all  of 
its  members  and  at  which  a  quorum  is  in  attendance.  A  quorum  for  a 
governing  body  and  executive  committee  shall  be  not  less  than  one- 
half  of  its  members. 

(C)  Co:^iposiTiox. — The  membership  of  the  governing  body 

and  the  executive  committee  (if  any)  of  any  agency  shall  meet 

the  following  requirements : 

(i)  A  majority  (but  not  more  than  60  per  centum  of  the 
members)  shall  be  (/)  residents  of  the  health  service  area 
served  by  the  entity  who  are  consumers  of  health  care  and 
who  are  not  £(nor  within  the  twelve  months  preceding  ap- 
pointment been)  providers  of  health  care  J  ^providers  of 
health  care  and  huve  not  icithin  the  tioelve  months  'preceding 
appointment  heen  direct  pi^oviders  of  health  care  {as  de- 
fined in  section  1531(3)  (A))  [and  who  are  broadly  repre- 
sentative of  the  social,  economic,  linguistic,  and  racial  popula- 
tions, geographic  areas  of  the  health  area,  and  major  pur- 
chasers of  health  care],  and  (II)  lyroadly  representative  of 
the  health  service  area  and  shall  include  individuals  repre- 
senting the  principal  social,  economic,  linguistic,  handi- 
capped, and  racial  populations  and  geographic  areas  of  the 
health  service  area  and  m.ajor  purchasers  of  health  care 
(including  lal)or  organizations)  in  the  area. 

(ii)  The  remainder  of  the  members  shall  be  residents  of,  or 
have  their  principal  place  of  husiness  in,  the  health  service 
area  served  by  the  agency  who  are  providers  of  health  care 
and  who  represent  (I)  physicians  (particularly  practicing 
physicians) ,  dentists,  nurses,  optometrists,  podiatrists^  physi- 
cian assistants,  and  other  health  professionals.  [(II)  health 
care  institutions  (particularly  hospitals,  long-term  care  fa- 
cilities, substance  abuse  treatment  facilities  and  health  main- 
tenance organizations,  (III)  health  care  insurers,  (IV)  health 
professional  schools,  and  (Y)  the  allied  health  professions.] 
(//)  hospitals  and  other  health  care  imtitutions  (such  as  fa- 
cilities for  long-term  care,  rehabilitation  facilities,  and  health 
maintenance  orga/nizations) ,  (III)  if  the  health  service  area 
contains  one  or  more  accredited  schools  of  medicine,  the  dean 
of  at  least  one  such  school,  (IV)  health  professional  schools 
(other  than  schools  of  medicine  if  such  schools  are  repi'esented 
pursuant  to  subclause  (III)),  (V)  the  allied  health  profes- 
sions, (VI)  health  care  insurers,  and  (VII)  other  providers  of 
health  care  as  defined  in  section  1531  (3) .  Not  less  than  [one- 
third]  one-half  of  the  providers  of  health  care  who  are  mem- 
bers of  the  governing  body  or  executive  committee  of  a  health 
systems  agency  shall  be  direct  providers  of  health  care  (as 
described  in  section  1531  (3) )  and  of  such  direct  jyroviders  of 
health  care,  at  least  one  shall  be  a  person  engaged  in  the  ad- 
ministration of  a  hospital, 

(iii)  The  membership  shall — 

(I)  include  (either  through  consumer  or  provider 
members)  public  elected  officials  and  other  representatives 
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of  [governmental  authorities  in  the  agency's  health  serv- 
ice area  and  representatives  of  public  and  private  agen- 
cies in  the  area  concerned  with  health.]  general  purpose 
local  governments  in  the  agency^s  health  service  area^ 

{II)  include  {either  through  consumer  or  provider 
members)  representatives  of  puhUc  and  private  agencies 
in  the  area  concerned  with  healthy 

{III)  include  {through  consumer  and  provider  mem- 
bers) individuals  who  are  hnowledg cable  about  mental 
health  services  {including  services  for  substance  abu^e), 

[(II)]  {IV)  include  a  percentage  of  individuals  who 
reside  in  nonmetropolitan  areas  within  the  health  service 
area  which  percentage  is  at  least  equal  to  the  percentage 
of  residents  of  the  area  who  reside  in  nonmetropolitan 
areas,  and] 

[(III)]  (F)  if  the  health  systems  agency  serves  an 
area  in  which  there  is  located  one  or  more  hospitals  or 
other  health  care  facilities  of  the  Veterans'  Administra- 
tion, include,  as  an  ex  officio  member,  an  individual 
whom  the  Chief  Medical  Director  of  the  Veterans' 
Administration  shall  have  designated  for  such  purpose, 
and  [if  the  agency  serves  an  area  in  which  there  is  located 
one  or  more  qualified  health  maintenance  organizations 
(wdthin  the  meaning  of  section  1310),  include  at  least 
one  member  who  is  representative  of  such  organiza- 
tions.] 

( VI)  if  the  agency  serves  an  area  in  which  there  is  lo- 
cated one  or  more  qu/ilified  health  maintenance  orga- 
nizations {xoithin  the  meaning  of  section  ISIO) ,  include 
at  least  one  member  who  is  representative  of  such 
organizations. 

(iv)  If,  in  the  exercise  of  its  functions,  a  governing  body 
or  executive  committee  appoints  a  subcommittee  of  its  mem- 
bers or  an  advisory  group,  it  shall,  to  the  extent  practicable, 
make  its  appointments  to  any  such  subcommittee  or  group 
in  such  a  manner  as  to  provide  the  representation  on  such 
subcommittee  or  group  described  in  this  subparagraph,  ex- 
cept that  appointments  shall  be  made  to  such  subcommittees 
and  groups  in  such  a  mxinner  that  a  majority  of  their  mem- 
bers shall  be  consumers  of  health  care. 
A  member  of  a  governing  body  or  other  entity  appointed  pursuant 
to  clause  {Hi)  (F)  shall  not  be  considered  in  determining  the  num- 
ber of  members  of  the  governing  body  for  purposes  of  the  numerical 
limit  prescribed  by  subparagraph  {A). 

{D)  Selection. — Each  health  systems  agency  shall  establish  a  proc- 
ess for  the  selection  of  the  members  of  its  governing  body  ^mhich 
process^  to  the  extent  permitted  by  the  State  law  applicable  to  the 
incorporation  of  the  agency^  is  designed  to  assure  that  {i)  such  mem- 
bers are  selected  in  accordance  with  the  requirements  of  subparagraph 
(<!7),  {ii)  there  is  the  opportunity  for  broad  participation  m  mch 
process  by  the  residents  of  the  health  service  area  of  the  agency^  and 
{Hi)  the  participation  of  such  residents  will  be  encouraged  and  fa- 
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cilitated.  Each  agency  shall  make  public  sv^h  process  and  report  it 

to  the  Secretary. 

(E)  Support. — Each,  health  systems  agency  shall  have  an  iden- 
ti-fiable  program  of  providing  assistance  to  the  members  of  its 
governing  hody.^  executive  committee  {if  any).,  and  any  entity 
appointed  by  the  governing  body  or  executive  committee  in 
m-aking  decisions  for  the  agency^  and  shall  include  in  'such  pro- 
gram means  to  determine  the  support  needs  of  the  members  and 
to  provide  for  meeting  those  needs  {including  the  provision  of 
training  and  continuing  education). 

{F)  Conflicts  of  interest. — No  member  of  a  governing  body^ 
executive  committee^  or  any  entity  appointed  by  a  governing 
body,  or  executive  committee  may^  in  the  exercise  of  any  func- 
tion of  the  agency  described  in  subsection  (/),  or  {g)  of  sec- 
tion 1513.  vote  on  any  matter  before  the  gc^veiming  body,  executive 
committee^  or  any  such  entity  respecting  any  individucd-  err  entity 
loith  which  such  memher  has  any  substantial  oicnership,  employ- 
ment, fiduciary,  contractual,  creditor.,  or  consultative  relation- 
ship. A  gaverning  body,  executive  committee.,  and  any  entity 
appointed  by  a  governing  body  or  executive  committee  shall  re- 
quire each  of  its  memhers  who  has  or  has  had  such  a  relationship 
icith  an  individual  or  entity  involved  in  any  matter  before  the 
governing  body,  committee,  or  entity  to  make  a  written  disclosure 
of  such  relationship  before  any  action  is  taken  by  the  body,  com- 
mittee, or  entity  with  respect  to  such  matter  in  the  exercise  of  any 
function  of  the  agency  described  in  section  1513  and  to  make  sux)h 
relationship  puhlic  in  any  meeting  in  which  such  actioii  is  to  be 
taken. 

[(4)  Ixdi\t:dual  Liability. — Xo  individual  who,  as  a  member  or 
employee  of  a  health  systems  agency,  shall,  by  reason  of  his  perform- 
ance of  any  duty,  function,  or  activity  required  of,  or  authorized  to  be 
undertaken  by,  the  agency  under  this  litle,  be  liable  for  the  payment 
of  damages  under  any  law  of  the  United  States  or  any  State  (or  politi- 
cal subdivision  thereof)  if  he  has  acted  within  the  scope  of  such  duty, 
function,  or  activity,  has  exercised  due  care,  and  has  acted,  with  re- 
spect to  that  performance,  without  malice  toward  any  person  affected 
by  it.] 

(4)  Liability. — 

{A)  In  general. — Except  as  provided  in  subparagraph  (B)  — 
(^)  a  health  systems  agency  shall  not.  by  reason  of  the  per- 
formance of  any  duty,  function^  or  activity,  required  of.  or 
authomzed  to  be  undertaken  by,  the  agency  under  this  title, 
be  liable  for  the  payment  of  damages  under  any  law  of  the 
United  States  or  any  State  {or  political  suMivision  thereof) 
if  the  member  of  the  gaver-ning  body  of  the  agency  or 
employee  of  the  agency  loho  acted  on  behalf  of  the  agency  in 
the  performance  of  such  duty,  function,  or  activity  acted 
icithin  the  scope  of  his  duty,  function,  or  activity  as  such  a 
member  or  employee,  exercised  due  care,  and  acted  icithmit 
malice  toward  any  person  affected  by  his  perfoivnance :  and 
{ ii)  no  individual  member  of  the  governing  body  of  a  health 
systems  agency  or  employee  of  a  health  systems  agency  shall. 
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hy  reason  of  Ms  performance  on  hehalf  of  the  agency  of  any 
duty,  function^  or  activity  required  of^  or  authorised  to  he 
undertaken  hy^  the  agency  under  this  title^  he  liable  for  the 
payment  of  damages  under  any  law  of  the  United  States  or 
any  State  {or  political  subdivision  of  a  State)  if  he  acted 
within  the  scope  of  his  duty^  function^  or  acitivity  as  such  a 
member  or  employee^  exercised  due  care^  and  acted  without 
malice  toward  any  person  affected  by  his  performance. 
{B)  Exception. — Suhpargaraph  {A)  does  not  apply  with  re- 
spect to  civil  actions  for  bodily  injury  to  individuals  or  physical 
damages  to  property  brought  against  a  health  systems  agency  or 
any  member  of  the  governing  body  of  or  employee  of  such  am. 
agency. 

(5)  Private  Contributions. — No  health  systems  agency  may  accept 
any  funds  or  contributions  of  services  or  facilities  from  any  individual 
or  private  entity  which  has  a  financial,  fiduciary,  or  other  direct  inter- 
est in  the  development,  expansion,  or  support  of  health  resources 
unless,  in  the  case  of  an  entity,  it  is  an  organization  described  in  section 
509(a)  of  the  Internal  Revenue  Code  of  1954  and  is  not  directly  en- 
gaged in  the  provision  of  health  care  in  the  health  service  area  of  the 
agency.  For  purposes  of  this  paragraph,  an  entity  shall  hot  be  con- 
sidered to  have  such  an  interest  solely  on  the  basis  of  its  providing 
(directly  or  indirectly)  health  care  for  its  employees. 

(6)  Other  Requirements. — Each  health  system  agency  shall — 

{A)  provide  that  any  executive  committee  of  the  agency  and 
any  entity  appointed  by  the  governing  body  or  executive  commit- 
tee of  the  agency  shall  (i)  hold  in  public  meetings  to  conduct  the 
business  of  the  committee  or  entity  (other  than  any  part  of  a 
meeting  in  luhich  it  is  lihely^  as  determined  by  the  executive  com- 
mittee or  entity^  that  information  of  a  personal  nature  will  he 
disclosed  and  such  disclosure  would  constitute  a  clearly  unwar- 
ranted invasion  of  personal  privacy  or  that  information  relating 
the  agency''s  participation  in  a  judicial  proceeding  ivill  he  dis- 
closed) ,  and  (ii)  give  adequate  notice  of  its  meetings  to  those  per- 
sons who  have  requested  such  notice; 

P(A)  J  {B)  make  such  reports,  in  such  form  and  containing  such 
information,  concerning  its  structure,  operations,  performance 
of  functions,  and  other  matters  as  the  Secretary  may  from  time 
to  time  require,  and  keep  such  records  and  afford  such  access 
thereto  as  the  Secretary  may  find  necessary  to  verify  such  reports ; 

[(B)]  [C)  provide  for  such  fiscal  control  and  fund  accounting 
procedures  as  the  Secretary  may  require  to  assure  proper  dis- 
bursement of,  and  accounting  for,  amounts  received  from  the 
Secretary  under  this  title  and  section  1640 ;  and 

[(C)  J  (Z>)  permit  the  Secretary  and  the  Comptroller  Gen-  || 
eral  of  the  United  States,  or  their  representatives,  to  have  access  j 
for  the  purpose  of  audit  and  examination  to  anv  books,  docu-  j 
ments,  papers,  and  records  pertinent  to  the  disposition  of  amounts 
received  from  the  Secretary  under  this  title  and  section  1640. 
(c)  SuBAREA  Councils. — A  health  systems  agency  may  establish 
subarea  advisory  councils  representing  parts  of  the  agency's  health 
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service  area  to  advise  the  governing  body  of  the  agency  on  the  per- 
formance of  its  functions.  The  composition  of  a  subarea  advisory 
council  shall  conform  to  the  requirements  of  subsection  (b)  (3)  (C). 

FUNCTIONS  OF  HEALTH  SYSTEMS  AGENCIES 

Sec.  1513.  (a)  For  the  purpose  of — 

(1)  improving  the  health  of  residents  of  a  health  services  area, 

(2)  increasing  the  accessibility  (including  overcoming  geo- 
graphic, architectural,  and  transportation  barriers),  acceptabil- 
ity, continuity,  and  quality  of  the  health  services  provided  them, 

(3)  restraining  increases  in  the  cost  of  providing  them  health 
services,  [and] 

(4)  preventing  unnecessary  duplication  of  health  resources,  and 

(5)  strengthening  in  accordance  with  section  1602 {h)  the  effect 
of  the  market  forces  of  supply  and  demafnd  on  the  supply  of 
health  services^ 

each  health  systems  agency  shall  have  as  its  primary  responsibility 
provision  of  effective  health  planning  for  its  health  service  area 
and  the  promotion  of  the  development  within  the  area  of  health 
services,  manpower,  and  facilities  which  meet  identified  needs,  reduce 
documented  inefficiencies,  and  implement  the  health  plans  of  the 
agency.  To  meet  its  primary  responsibility,  a  health  systems  agency 
shall  carry  out  the  functions  described  in  subsections  (b)  through 
(^)  of  this  section, 
(b)  In  providing  health  planning  and  resources  development  for 
its  health  service  area,  a  health  systems  agency  shall  perform  the 
following  functions : 

(1)  The  agency  shall  assemble  and  analyze  data  concerning — 

(A)  the  status  (and  its  determinants)  of  the  health  of  the 
residents  of  its  health  service  area, 

(B)  the  status  of  the  health  care  delivery  system  in  the 
area  and  the  use  of  that  system  by  the  residents  of  the  area, 

(C)  the  effect  the  area's  health  care  delivery  system  has 
on  the  health  of  the  residents  of  the  area, 

(D)  the  number,  type,  and  location  of  the  area's  health 
resources,  including  health  services,  manpower,  and  facilities, 

(E)  the  patterns  of  utilization  of  the  area's  health  re- 
sources, and 

(F)  the  environmental  and  occupational  exposure  factors 
affecting  immediate  and  long  term  health  conditions. 

The  agency  shall  also  assemble  and  report  to  the  Secretary  such 
data  (including  data  on  the  personnel,  facilities,  and  other  re- 
sources needed  to  meet  the  goals  set  forth  in  the  ageney^s  health 
system  plan)  as  the  Secretary  may  require  to  carry  out  Ms  re- 
sponsih  ilities  under  section  1601  (e).  The  Secretary  may  not 
require  the  assemhling  and  reporting  of  data^  under  this  para- 
graph which  is  reoularly  collected  hv  any  entity  of  the  Depart- 
ment of  Health,  Education,  and  Welfare  under  a  provision  of 
law  other  than  this  title.  In  carrying  out  this  paragraph,  the 
a^encv  shall  to  the  maximum  extent  practicable  use  existmg  data 
(including  data  developed  under  Federal  health  programs)  and 
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coordinate  its  activities  with  the  cooperative  system  provided 
for  under  section  306  (e) . 

(2)  The  agency  shall,  after  appropriate  consideration  of  the 
recommended  national  guidelines  for  health  planning  policy 
issued  by  the  Secretary  under  section  1501,  the  priorities  set 
forth  in  section  1502,  and  the  data  developed  pursuant  to  para- 
graph (1),  establish  (m  accordance  loith  the  format  established 
j)ursua/nt  to  section  152Ji.{€)  {1) ,  [annually]  Mennially  review, 
and  amend  as  necessarv  a  health  systems  plan  (hereinafter  in  this 
title  referred  to  as  the  "HSP")  which  shall  be  a  detailed  statement 
of  goals  (A)  describing  a  healthful  environment  and  health  sys- 
tems in  the  area  which,  when  developed,  will  assure  that  quality 
health  services  will  be  available  and  accessible  in  a  manner  which 
assures  continuity  of  care,  at  reasonable  cost,  for  all  residents  of 
the  area;  (B)  which  are  responsive  to  the  unique  needs  and 
resources  {including  entities  descrihed  in  section  15S2{c)  {7)  of 
the  area;  [and]  (C)  which  take  into  account  [and  is  consistent 
with]  the  national  guidelines  for  health  planning  policy  issued 
by  the  Secretary  under  section  1501  respecting  supply,  distribu- 
tion, and  organization  of  health  resources  and  services;  and 
(D)  lohich  are  i^esponsive  to  statewide  health  needs  as  determined, 
hy  the  State  health  planning  and  development  agency.  The  HSP 
of  the  agency  shall  include  goals  for  the  delivery  of  mental  health 
services  in  its  health  service  area  tvhich  goals  shall  he  developed 
under  a  procedure  under  lohich  persons  {acting  as  an  advisory/ 
group  or  suhcommittee  appointed  hy  the  agency  or^  if  the  agency 
requests  and  is  authorized  hy  order  of  the  Secretary  to  use  an  exist- 
ing group ^  acting  as  part  of  such  a  grouv)  hnoniledqeahle  about 
such  services  {including  services  for  suhstance  abuse)  will  he  con- 
sulted loith  resnect  to  such  goals.  The  HSP  shall  also  include  a 
statement  of  chamges  {through  increases  or  reductions^  or  both) 
in  personnel^  facilities,  and  other  resources  which  the  agency  de- 
termines are  required  to  meet  the  goals  set  forth  in  the  preceding 
sentence.  The  health  systems  agency  may  identify  in  such  a  state- 
ment of  changes  any  health  care  facility  which  provides  inpatient 
health  services  and  which  the  aaency  determines  should  under- 
tahe  such  changes.  Before  establishing  or  revising  an  HSP,  a 
health  systems  agency  shall  conduct  a  public  hearing  on  the 
proposed  HSP  and  shall  oive  interested  persons  an  opportunity 
to  submit  their  views  orallv  and  in  writinof.  Not  less  than  thirty 
days  prior  to  such  hearing,  the  ao-ency  shall  publish  it  at  least 
two  newspapers  of  general  circulation  throu^r^out  its  health 
service  area  a  notice  of  its  consideration  of  the  proposed  HSP, 
the  time  and  place  of  the  bearing,  the  place  at  which  interested 
persons  may  consult  the  HSP  in  advance  of  the  hearing,  and  the 
place  and  period  during  which  to  submit  written  comments  to  the 
agency  on  the  HSP.  //  the  health  systems  aaency  is  a  public 
regional  plamiing  body  or  unit  of  general  local  qovernment,  the 
planning  body  or  unit  of  government  shall  he  niven  a  reasonahle 
opportimity  to  comment  on  the  vroposed  HSP  and  to  propose 
additions  to  and  other  revisions  in  it.  Ann  such  proposed  additions 
or  other  revisions  not  inclvded  in  the  HSP  approved  hy  the  agencu 
shall  be  appended  to  the  HSP.  Each  health  systems  agency  shall 


139 


make  its  HSP  available  to  the  State  health  planning  and  develop- 
ment agencij  of  each  State  in  which  the  health  service  area  of  the 
health  systems  agency  is  located  for  inclusion  in  the  preliminary 
State  health  plan  to  be  prepared  under  section  1523{a)  {2)  and^ 
if  the  goals  contained  in  the  HSP  are  not  consistent  loith  guide- 
lines issued  by  the  Secretary  under  section  1501^  it  shall  provide 
the  State  agency  loith  a  detailed  statement  of  the  reasons  for  the 
inconsistency  between  such  goals  and  guidelines.  When  making 
such  HSP  availahle  to  a  Statewide  Health  Coordinating  Council 
under  section  152Jf{c)  {2)  (^),  the  agency  shall  also  report  such 
statement  to  such  Council. 

(3)  The  agency  shall  establish,  annually  review,  and  amend,  as 
necessary  an  annual  implementation  plan  (hereinafter  in  this  title 
referred  to  as  the  "AIP'')  which  describes  objectives  which  will 
achieve  the  goals  of  the  HSP  and  priorities  among  the  objectives. 
In  establishing  the  AIP,  the  agency,  shall  give  priority  to  those 
objectives  which  will  maximally  improve  the  health  of  the  resi- 
dents of  the  area,  as  determined  on  the  basis  of  the  relation  of 
the  cost  of  attaining  such  objectives  to  their  benefits,  and  which 
are  fitted  to  the  special  needs  of  the  area.  The  AIP  shall  include 
a,  statement  of  changes  {through  increases  or  reductions.,  or  both) 
in  personnel,  facilities,  and  other  resources  which  the  agency  de- 
termines are  required  to  meet  the  objectives  described  pursuant  to 
the  first  sentence.  The  health  systems  agency  may  identify  in  such 
a  statement  of  changes  any  health  care  facility  which  provides  in- 
patient health  services  and  which  the  agency  determines  should 
undertake  such  changes.  If  the  health  systems  agency  is  a  public 
regional  planning  body  or  unit  of  general  local  government.,  the 
planning  body  or  unit  of  govo'mment  shall  be  given  a  reasonable 
opportuity  to  comment  on  the  proposed  AIP  and  to  propose  addi- 
tions to  and  other  revisions  in  it.  Anv  such  proposed  additions  or 
other  revisions  not  included  in  the  AIP  approved  by  the  agency 
shall  be  appended  to  the  AIP.  Before  estahlishing  or  revising  an 
AIP,  the  aaency  shall  conduct  a  pvhlic  hearing  on  the  proposed 
AIP  and  shall  aive  interested  persons  an  opportunty  to  'suhwM 
their  vieios  orally  and  in  loriting.  Not  less  than  thirty  days  prior 
to  such  heai-inq.  the  agency  shall  puhVsh  in  at  least  tw^  newspapers 
of  general  circulation  throughout  its  health  service  area  a  notice  of 
its  consideration  of  the  proposed  AIP.  the  time  and  place^  of  the 
hearing,  the  place  at  winch.  intereMrd  persons  way  review  the 
AIP  in  advance  of  the  hearing,  and  the  place  and  period  during 
which  to  submit  written  comments  to  the  aaency  on  the  AIP. 

[(4)  The  agency  shall  develop  and  publish  specific  plans  and 
projects  for  achieving  the  objectives  established  in  the  AIP.l  ^ 

(li)  If  a  health  service  area  includes  an  area  under  the  jurisdic- 
tion of  an  Indian  tribe  or  an  Alaska  Native  Village,  the  establish- 
ment of  an  HSP  and  AIP  under  this  subsection  for  .wch  health 
service  area  does  not  a,ffect  the  authoritv  of  such  tribe  or  Tillage 
to  establish  and  carry  out  a  health  plan  for  the^  Indian  health  pro- 
arams  in  the  area  under  its  nmsdiction:  and  if  sj/eh  tnbe  or  Vil- 
lage establishes  such  a  health  plan,  such  plan  shall  be  included  m 
the  HSP  for  such  health  sei^vice  area. 
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(c)  A  health  system  agency  shall  implement  its  HSP  and  AIP,  and 
in  implementing  the  plans  it  shall  perform  at  least  the  following- 
functions  : 

(1)  The  agency  shall  seek,  to  the  extent  practicable,  to  imple- 
ment its  HSP  and  AIP  with  the  assistance  of  individuals  and 
public  and  private  entities  in  its  health  service  area. 

(2)  The  agency  may  provide,  in  accordance  with  the  priorities 
established  in  the  AIP,  technical  assistance  to  individuals  and 
public  and  private  entities  for  the  development  of  projects  and 
programs  which  the  agency  determines  are  necessary  to  achieve 
the  health  systems  described  in  the  HSP,  including  assistance  in 
meeting  the  requirements  of  the  agency  prescribed  under  section 
1532(b). 

(3)  The  agency  shall,  in  accordance  with  the  priorities  estab- 
lished in  the  AIP,  make  grants  to  public  and  nonprofit  private 
entities  and  enter  into  contracts  with  individuals  and  public  and 
nonprofit  private  entities  to  assist  them  in  planning  and  develop- 
ing projects  and  programs  which  the  agency  determines  are 
necessary  for  the  achievement  of  the  health  systems  described  in 
the  HSP.  Such  grants  and  contracts  shall  be  made  from  the  Area 
Health  Services  Development  Fund  of  the  agency  established 
with  funds  provided  under  grants  made  under  section  1640.  No 
grants  or  contract  under  this  subsection  may  be  used  (A)  to  pay 
the  costs  incurred  by  an  entity  or  individual  in  the  delivery  of 
health  services  (as  defined  in  regulations  of  the  Secretary),  or 
(B)  for  the  cost  of  construction  or  modernization  of  medical 
facilities.  No  single  grant  or  contract  made  or  entered  into  under 
this  paragraph  shall  be  available  for  obligation  beyond  the  one 
year  period  beginning  on  the  date  the  grant  or  contract  was  made 
or  entered  into.  If  an  individual  or  entity  receives  a  grant  or  con- 
tract under  this  paragraph  for  a  project  or  program,  such  individ- 
ual or  entity  may  receive  only  one  more  such  grant  or  contract  for 
such  project  or  program. 

(d)  (1)  Each  health  systems  agency  shall  coordinate  its  activities 
with — 

[(1)3(J_)  each  Professional  Standards  Review  Organization 
(designated  under  section  1152  of  the  Social  Security  Act), 

L(^)K^)  entities  referred  to  in  parao-raphs  (1)  and  (2)  of 
section  204(a)  of  the  Demonstration  Cities  and  Metropolitan 
Development  Act  of  1966  and  regional  and  local  entities  the 
views  of  which  are  required  to  be  considered  under  regulations 
prescribed  under  section  403  of  the  Intergovernmental  Coopera- 
tion Act  of  1968  to  carry  out  section  401  (b)  of  such  Act, 

[(3)3(6^)  other  appropriate  general  or  special  purpose  re- 
gional planning  or  administrative  agencies,  and 
[  (4)  3  (Z> )  any  other  appropriate  entity, 
in  the  healtli  systems  agency's  health  service  area.  Each  health  systems 
agency  shall  also  coordinate  its  activities  vnth  any  entity  of  the  State 
in  which  the  agency  is  located  lohich  reviews  the  rates  or  budgets  of 
health  care  facilities  located  in  the  health  systems  agency^s  health 
service  area.  The  agency  shall,  as  appropriate,  secure  data  from  them 
for  use  in  the  agency's  planning  and  development  activities,  enter  into 
agreements  with  them  which  will  assure  that  actions  taken  by  such 
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entities  which  alter  the  area's  health  systems  will  be  taken  in  a  manner 
which  is  consistent  with  the  HSP  and  the  AIP  in  effect  for  the  area, 
and,  to  the  extent  practicable,  provide  technical  assistance  to  such 
entities. 

(2)  Each  health  systerm  agency  which  has  all  or  part  of  its  health 
service  area  loithin  a  part  of  a  standard  metrofolitan  statistical  area 
{as  determined  hy  the  Office  of  Management  and  Budget)  shall  co- 
ordinate its  a-ctivities  loith  the  activities  of  any  other  health  systems 
agency  lohich  has  any  part  of  its  health  service  area  ivithin  such  stand- 
ard metropolitan  statistical  area.  Such  coordhiation  shall  he  carried 
out  in  accordance  with  a  plan  approved  hy  the  Secretary  which  shall 
at  least  provide  that  each  health  systems  agency  designated  for  a 
health  service  area  within  any  part  of  a  single  standard  metropolitan 
statistical  area  shall  revieio  {A)  each  HSP  and  AIP  for  each  such 
health  service  area^  (B)  the  criteria  used  in  accordance  with  section 
1532  for  revieios  affecting  any  such  area^  and  (C)  each  decision  under 
certificate  of  need  programs  lohich  affect  any  such  area. 

{3)  The  Secretar-y  shall  hy  regulation  provide  for  the  sharing  of 
health  planning  data  hetioeen  health  systems  agencies  and  Indian 
tribes  and  Alaska  Native  Villages. 

(e)  (1)  (A)  Except  as  provided  in  subparagraph  (B),  each  health 
systems  agency  shall  review  and  approve  or  disapprove  each  proposed 
use  within  its  health  service  area  of  Federal  funds — 

(i)  appropriated  under  this  Act,  the  Community  Mental 
Health  Centers  Act,  sections  409  and  410  of  the  Drug  Abuse 
Office  and  Treatment  Act  of  1972,  or  the  Comprehensive  Alcohol 
Abuse  and  Alcoholism  Prevention,  Treatment,  and  Rehabilitation 
Act  of  1970  for  grants,  contracts,  loans,  or  loan  guarantees  for 
the  development,  expansion,  or  support  of  health  resources  hy 
any  entity  other  than  the  government  of  a  State  unless  such  re- 
sources are  solely  within  the  health  service  area  of  such  agency ;  or 

(ii)  made  available  by  the  State  in  which  the  health  service 
area  is  located  (from  an  allotment,  contract.,  or  grant  to  the  State 
under  an  Act  referred  to  in  clause  (i))  for  grants  or  contracts 
for  the  development,  expansion,  or  support  of  health  resources. 

(B)  A  health  systems  agency  shall  not  review  and  approve  or 
disapprove  the  proposed  use  within  its  health  service  area  of  Federal 
funds  appropriated  for  grants  or  contracts  [under  title  IV,  VII,  or 
yill  of  this  Act  unless  the  grants  or  contracts  are  to  be  made,  entered 
into,  or  used  to  support  the  development  of  health  resources  intended 
for  use  in  the  health  service  area  or  the  delivery  of  health  services]  for 
research  or  training  unless  the  grants  or  contracts  are  to  he  made,  en- 
tered into,  or  used  for  the  development,  expansion,  or  support  of  health 
resources  which,  in  the  case  of  grants  or  contracts  for  training,  ivould 
make  a  significant  change  in  the  health  services  availahle  in  the 
health  service  area  or  lohich,  in  the  case  of  grants  or  contracts  for  re- 
search, ivould  significantly  change  the  delivery  of  health  services,  or 
the  distribution  or  extent  of  health  resources,  available  to  persons  in 
the  health  service  area  other  than  those  icho  are  participants  in  such 
research.  In  the  case  of  a  proposed  use  within  the  health  service  area 
of  a  health  systems  agency  of  Federal  funds  described  in  subparagraph 
(A)  by  an  Indian  tribe  or  intertribal  Indian  organization  for  any  pro- 
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gram  or  project  which  will  be  located  within  or  will  specifically  serve — 

(i)  a  federally-recognized  Indian  reservation, 

(ii)  any  land  area  in  Oklahoma  which  is  held  in  trust  by  the 
United  States  for  Indians  or  which  is  a  restricted  Indian- 
owned  land  area,  or 

(iii)  a  Native  village  in  Alaska  (as  defined  in  section  3(c)  of 
the  Alaska  Native  Claims  Settlement  Act) . 

a  health  systems  agency  shall  only  review  and  comment  on  such 
proposed  use. 

(2)  Notwithstanding  any  other  provision  of  this  Act  or  any  other 
Act  referred  to  in  paragraph  (1),  the  Secretary  shall  allow  a  health 
systems  agency  sixty  days  to  make  the  review  required  by  [such] 
paragraph  (1)  (A)  (ii).  liundei'  paragraph  {!)  {A)  (i)  an  agency  dis- 
approves a  proposed  use  in  its  health  service  area  of  Federal  funds 
described  in  paragraph  (1) ,  the  Secretary  may  not  make  such  Federal 
funds  available  for  such  use  until  he  has  made,  upon  request  of  the 
entity  making  such  proposal,  a  review^  of  the  agency  decision.  In 
making  any  such  review  of  any  agency  decision,  the  Secretary  shall 
give  the  appropriate  State  health  planning  and  development  agency 
an  opportunity  to  consider  the  decision  of  the  health  systems  agency 
and  to  submit  to  the  Secretary  its  comments  on  the  decision.  The 
Secretary,  after  taking  into  consideration  such  State  agency's  com- 
ments (if  any),  may  make  such  Federal  funds  available  for  such  use, 
notwithstanding  the  disapproval  of  the  health  systems  agency.  Each 
such  decision  by  the  Secretary  to  make  funds  available  shall  be  sub- 
mitted to  the  appropriate  health  systems  agency  and  State  health 
planning  and  development  agency  and  shall  contain  a  detailed  state- 
ment of  the  reasons  for  the  decision. 

(3)  The  Governor  of  a  State  shall  allow  health  systems  agencies  sixty 
days  to  make  the  revieio  hy  paragraph  (1)  (A)  (ii) .  If  under  such 
paragraph  an  agency  disapproves  a  proposed  use  of  Federal  funds  in 
its  health  service  area^  the  Governor  may  not  make  such  Federal  funds 
available  for  such  use  until  he  has  made^  upon  request  of  the  entity 
making  such  proposal,,  a  revieio  of  the  agency  decision.  In  making  any 
such  review  of  any  agency  decision^  the  Governor  shall  give  the  State 
health  planning  and  development  agency  an  opportuntiy  to  consider 
the  decision  of  the  health  systems  agency  and  to  suhmit  to  the  Gover- 
nor its  comments  on  the  decision.  The  Governor^  after  taking  into  con- 
sideration such  State  Agency^s  comments  (if  any),  may  make  such 
Federal  funds  available  for  such  use,  notwithstanding  the  disapproval 
of  the  health  systems  agency.  Each  such  decision  hy  the  Governor  to 
make  funds  available  shall  he  suhmtited  to  the  appropriate  health  sys- 
tems agency  and  State  health  planning  and  development  agency  and 
shall  contain  a  detailed  statement  of  the  reasons  for  the  decision. 

C('^l(-4)  Each  health  systems  agency  shall  provide  each  Indian 
tribe  or  inter-tribal  Indian  org^anization  which  is  located  within  the 
agency's  health  service  area  information  respecting  the  availability 
of  the  Federal  fimds  described  in  the  firpt  sentence  of  this  subsection. 

(f)  To  assist  State  health  planning:  and  development  agencies  in 
carrying  out  their  functions  under  parajrraphs  (4)  and  (5)  of  section 
1523(a)  each  health  systems  asfency  shall  review  and  make  recom- 
mendations to  tlie  appropriate  State  health  planniuQ"  and  dpvelopment 
agency  respecting  the  need  for  new  institutional  health  services 
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proposed  to  be  offered  or  developed  in  the  health  service  area  of  such 
health  systems  agency. 

(g)  (1)  Except  as  provided  in  paragraph  (2),  each  health  systems 
agency  shall  review  on  a  periodic  basis  (but  at  least  every  five  years) 
[all  institutional  health  ser\dces  offered  in  the  health  service  area 
of  the  agency]  at  least  those  institutional  and  home  health  services 
which  are  offered  in  ths  health  service  area  of  the  agency  and  which 
have  heen  designated  hy  the  Secretai^y  hy  regulation  for  appropriute- 
ness  revie  w  under  this  paragraph  and  shall  make  recommendations  to 
the  State  health  planning  and  development  agency  designated  under 
section  1521  for  each  State  in  Avhich  the  health  systems  agency's  health 
service  area  is  located  respecting  the  appropriateness  in  the  area  of 
such  services. 

(2)  A  health  systems  agency  shall  complete  its  initial  review  of 
existing  institutional  health  services  within  three  years  after  the  date 
of  the  agency's  designation  under  section  1515  (c) . 

[(h)  Each  health  systems  agency  shall  annually  recommend  to  the 
State  health  planning  and  development  agency  designated  for  each 
State  in  which  the  health  systems  agency's  health  service  area  is 
located  (1)  projects  for  the  modernization,  construction,  and  con- 
version of  medical  facilities  in  the  agencys  health  service  area  which 
projects  will  achieve  the  HSP  and  AIP  of  the  health  systems  agency, 
and  (2)  priorities  among  such  projects.] 

ASSISTAXCE    TO    ENTITIES    DESIRIXG    TO    BE    DESIGXATED    AS  HEALTH 

SYSTEMS  AGENCIES 

Sec.  1514.  The  Secretary  may  provide  all  necessary  technical  and 
other  nonfinancial  assistance  (including  the  preparation  of  prototype 
plans  of  organization  and  operation)  to  public  or  nonprofit  private 
entities  [(including  entities  presently  receiving  financial  assistance 
under  section  314(b)  or  title  IX  or  as  experimental  health  service 
delivery  systems  under  section  304)]  which — 

(1)  express  a  desire  to  be  designated  as  health  systems  agencies, 
and 

(2)  the  Secretary  determines  have  a  potential  to  meet  the  re- 
quirements of  a  health  systems  agencv  specified  in  sections  1512 
and  1513, 

to  assist  such  entities  in  developing  applications  to  be  submitted  to 
the  Secretary  under  section  1515  and  otherwise  in  preparing  to  meet 
the  requirements  of  this  part  for  designation  as  a  health  systems 
agency. 

DESIGNATION  OF  HEALTH  SYSTEMS  AGENCIES 

Sec.  1515.  (a)  At  the  earliest  practicable  date  after  the  establish- 
ment under  section  1511  of  health  service  areas  (but  not  later  than 
eighteen  months  after  the  date  of  enactment  of  this  title)  the  Secretary 
shall  enter  into  agreements  in  accordance  with  this  section  for  the 
designation  of  health  svstems  agencies  for  such  areas. 

(b)  (1)  The  Secretary  may  enter  into  agreements  with  entities  under 
which  the  entities  would  be  designated  as  the  health  systems  agencies 
for  health  service  areas  on  a  conditional  basis  with  a  view  to  deter- 
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mining  their  ability  to  meet  the  requirements  of  section  1512(b),  and 
their  capacity  to  perform  the  functions  prescribed  by  section  1513. 

(2)  During  any  period  of  conditional  designation  (which,  except  as 
otherwise  provided  in  this  paragraph,  may  not  exceed  24  months), 
the  Secretary  may  require  that  the  entity  conditionally  designated 
meet  only  such  of  the  requirements  of  section  1512(b)  and  perform 
only  such  of  the  functions  prescribed  by  section  1513  as  he  determines 
such  entity  to  be  capable  of  meeting  and  performing.  The  Secretary 
may,  upon  application  of  a  conditionally  designated  entity,  extend 
for  an  additional  period  of  not  to  exceed  12  months  the  period  of  such 
entity's  conditional  designation  if  the  Secretary  determines  that  (A) 
unusual  circumstances  exist  or  existed  which  prevent  such  entity  from 
qualifying  for  desig-nation  under  subsection  (c)  within  24  months  of 
such  entity's  conditional  designation  under  this  subsection,  (B)  such 
extension  should  enable  such  entity  to  qualify  for  designation  under 
subsection  (c),  and  (C)  such  extension  is  necessary  to  carry  out  the 
purposes  of  this  title.  Each  such  determination  shall  be  in  writing  and 
shall  include  a  summary  of  the  reasons  for  it.  The  number  and  type  of 
such  requirements  and  functions  shall,  during  the  period  of  conditional 
designation,  be  progressively  increased  as  the  entity  conditionally  des- 
ignated becomes  capable  of  added  responsibility  so  that,  by  the  end 
of  such  period,  the  agency  may  be  considered  for  designation  under 
subsection  (c). 

(3)  Any  agreement  under  which  any  entity  is  confidentially  desig- 
nated as  a  health  systems  agency  may  be  terminated  by  such  entity 
upon  ninety  days  notice  to  the  Secretary  or  by  the  Secretary  upon 
ninety  days  notice  to  such  entity. 

(4)  The  Secretary  may  not  enter  into  an  agreement  with  any 
entity  under  paragraph  (1)  for  conditional  designation  as  a  health 
systems  agency  for  a  health  service  area  until — 

(A)  the  entity  has  submitted  an  application  for  such  designa- 
tion which  contains  assurances  satisfactory  to  the  Secretary  that 
upon  completion  of  the  period  of  conditional  designation  the 
applicant  will  be  organized  and  operated  in  the  manner  described 
in  section  1512(b)  and  will  be  qualified  to  perform,  the  functions 
prescribed  by  section  1513 ; 

(B)  a  plan  for  the  orderly  assumption  and  implementation  of 
the  functions  of  a  health  systems  agency  has  been  received  from 
the  applicant  and  approved  by  the  Secretary;  and 

(C)  the  Secretary  has  consulted  with  the  Governor  of  each 
State  in  which  such  health  service  area  is  located  and  with  such 
other  State  and  local  officials  as  he  may  deem  appropriate,  with 
respect  to  such  designation. 

In  considering  such  applications,  the  Secretary  shall  give  priority 
to  [an]  any  application  which  has  been  recommended  [for  approval 
by  each  entity  which  has  developed  a  j)lan  referred  to  in  section  314(b) 
for  all  or  part  of  the  health  service  area  with  respect  to  which  the 
application  was  submitted,  and  each  regional  medical  program  estab- 
lished in  such  area  under  title  IX]  hy  a  Governor  for  approval.  "When 
the  Secretary  enters  into  an  agreement  loith  an  entity  under  paragraph 
(7) ,  the  Secretary  shall  notify  the  Governor  of  the  State  in  ivhich  such 
entity  is  located  of  such  agreement. 
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(c)(1)  (4)  The  Secretary  shall  enter  into  an  agreement  with  an 
entity  for  its  designation  as  a  health  systems  agency  if,  on  the  basis 
of  an  application  under  paragraph  (2)  (and,  in  the  case  of  an  entity 
conditionally  designated,  on  the  basis  of  its  performance  during  a 
period  of  conditional  designation  under  subsection  (b)  as  a  health 
systems  agency  for  a  health  service  area),  the  Secretary  determines 
that  such  entity  is  capable  of  fulfilling,  in  a  satisfactory  manner,  the 
requirements  and  functions  of  a  health  systems  agency.  Any  such 
agreement  under  this  subsection  with  an  entity  may  be  renewed  in 
accordance  with  paragraph  (3),  shall  contain  such  provisions  respect- 
ing the  requirements  of  sections  1512(b)  and  1513  and  such  conditions 
designed  to  carry  out  the  purpose  of  this  title,  as  the  Secretary  may 
prescribe,  and  shall  be  for  a  term  of  not  to  exceed  [twelve]  thirty-six 
months;  except  that,  prior  to  the  expiration  of  such  term,  such 
agreement  may  be  terminated — 

[(A)](^)  by  the  entity  at  such  time  and  upon  such  notice  to 
the  Secretary  as  he  may  by  regulation  prescribe,  or 

[(B)  by  the  Secretary,  at  such  time  and  upon  such  notice  to 
the  entity  as  the  Secretary  may  by  regulation  prescribe,  if  the 
Secretary  determines  that  the  entity  is  not  complying  with  or 
effectively  carrying  out  the  provisions  of  such  agreement.] 

(^^)  hy  the  Secretary  if  the  Secretary  determines^  in  accordance 
with  subparagraph  (B),  that  the  entity  is  not  complying  ivith  the 
provisimis  of  such  agreement. 
A  designation  agreement  under  this  subsection  may  be  terminated  by 
the  Secretary  before  the  expiration  of  its  term  if  the  health  service 
area  with  respect  to  which  the  agreement  loas  entered  into  is  revised 
under  section  1511  (b)  (4-)  aoid  the  Secretary  determines^  after  con- 
sultation with  the  Governor  of  each  State  in  which  the  health  service 
area  (as  revised)  is  located,  that  the  health  systems  agency  designated 
under  such  agreement  cannot  effectively  carry  out  the  agreement  for  the 
area  (as  revised).  In  terminating  an  agreement  under  the  preceding 
sentence^  the  Secretary  may  provide  that  the  termination  not  take 
effect  before  an  agreement  for  the  designation  of  a  neio  agency  takes 
effect  and  shall  provide  the  agency  designated  under  the  agreement 
to  be  terminated  an  opportunity  to  terminate  its  affairs  in  a  satisfac- 
tory manner. 

(B)  Before  the  Secretary  may  tei-minate^  under  subparagraph  {A) 
(ii),  an  agreement  with  an  entity  for  designation  as  the  health  sys- 
tems agency  for  a  health  service  area,  the  Secretary  shall — 

(i)  consult  with  the  Governor  and  the  Stateioide  Health  Co- 
ordinating Council  of  each  State  in  which  is  located  the  health 
service  area  respecting  the  proposed  terminatimi. 

(ii)  give  the  entity  notice  of  the  intention  to  terminate  the  agree- 
ment and  in  the  notice  specify  with  particularity  (/)  the  basis  for 
the  determination  of  the  Secretary  that  the  entity  is  not  in  co-m- 
pliance  with  the  agreement,  and  (II)  the  actions  that  the  entity 
should  take  to  come  into  compliance  with  the  agreement,  and 

(Hi)  provide  tlie  entity  loith  a  reasanable  opportunity  for  a 
hearing,  before  an  officer  or  employee  of  the  Department  of 
Health,  Education,  and  Welfare  designated  for  such  pw^ose,  on 
the  matter  specified  in  the  notice. 
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The  Secretary  may  not  terminate  such  an  agreement  hefore  consult- 
ing with  the  National  Council  on  Health  Planning  and  Development 
respecting  the  proposed  termination.  Before  the  Secretary  may  per- 
mit the  term  of  an  agreement  to  expire  without  reneioing  the  agree- 
ment., the  Secretary  shall  make  the  consultations  prescribed  hy  clause 
(^)  and  the  preceding  sentence^  give  the  entity  with  which  the  agree- 
ment was  made  notice  of  the  intention  not  to  renew  the  agreement  and 
the  reasons  for  not  renewing  the  agreement.,  and  provide.,  as  prescribed 
by  clause  {iii)^  the  entity  an  opportunity  for  a  hearing  on  the  matter 
specified  in  the  notice. 

(2)  The  Secretary  may  not  enter  into  an  agreement  with  any  entity 
under  paragraph  (1)  for  designation  as  a  health  systems  agency  for 
a  health  service  area  unless  the  entity  has  submitted  an  application 
to  the  Secretary  for  designation  as  a  health  systems  agency,  and  the 
Governor  of  each  State  in  which  the  area  is  located  has  been  con- 
sulted respecting  such  designation  of  such  entity.  Such  an  application 
shall  contain  assurances  satisfactory  to  the  Secretary  that  the  applicant 
meets  the  requirements  of  section  1512(b)  and  is  qualified  to  perform 
or  is  performing  the  functions  prescribed  by  section  1513.  In  con- 
sidering such  applications,  the  Secretary  shall  give  priority  to  [an] 
any  application  which  has  been  recommended  [for  approval  by  (A) 
each  entity  which  has  developed  a  plan  referred  to  in  section  314(b) 
for  all  or  part  of  the  health  service  area  with  respect  to  which  the 
application  was  submitted,  and  (B)  each  reigonal  medical  program 
established  in  such  area  under  title  IX]  by  a  Governor  for  approval. 

(3)  An  agreement  under  this  subsection  for  the  designation  of  a 
health  systems  agency  may  be  renewed  by  the  Secretary  for  a  period 
not  to  exceed  [twelve]  thirty -six  months  if  upon  review  ( as  provided 
in  section  1535)  of  the  agency's  operation  and  performance  of  its 
functions,  he  determines  that  it  has  fulfilled,  in  a  satisfactory  manner, 
the  functions  of  a  health  systems  agency  prescribed  by  section  1513 
and  continues  to  meet  the  requirements  of  section  1512(b)  //  the  Sec- 
retary determines  thta  a  health  systems  agency  has  not  met  such  re- 
quirements., the  Secretary  may  impose  in  the  reneioal  of  the  designation 
agreement  of  the  agency  such  conditions  as  the  Secretary  determines 
are  necessary  to  assure  that  the  agency  will  meet  such  requirements 
before  the  expiration  of  the  period  for  which  the  agreement  'is  re- 
neioed.  The  Secretary  may  not  impose  on  a  health  systems  agency  any 
such  conditions  unless  the  Secretary  has — 

"(J.)  provided  the  agency  loith  notice  of  his  intent  to  impose 
such  conditions  and  included  in  that  notice  specif  cation  of  the 
requirements  which  the  Secretary  ha^  determined  the  agency  has 
not  met  and  the  basis  for  the  determination  of  the  Secretary  that 
the  imposition  of  such  conditions  is  necessary  to  assure  compli- 
ance loith  such  requriements ;  and 

"(5)  provided  the  agency  with  a  reasonable  opportunity  for  a 
hearing^  before  an  officer  or  employee  of  the  Department  of 
Health.,  Education^  and  Welfare  designated  for  such  purpose.,  on 
the  conditions. 

(^)  Before  renewing  an  agreement  with  a  health  systems  agency 
under  this  subsection^  the  Secretary  shall  provide  the  State  health 
planning  and  development  agency  of  the  State  in  which  the  health 
systems  agency  is  located  an  opportunity  to  comment  on  the  perform- 
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ance  of  such  agency  and  to  provide  a  recommendation  on  whether 
such  agreement  should  he  reneioed-  and  whether  its  renewal  should 
he  made  suhject  to  conditions  as  authoHzed,  hy  paragraph  (S). 

(5)  //  the  Secretary  enters  into  an  agreement  under  this  subsection 
luith  an  entity  or  renews  such  as  agreement,  the  ^Secretary  shall  notify 
the  Gover-nor  of  the  State  in  lohich  sucli  entity  is  located  of  the  agree- 
ment^ its  reneioal^  and^  if  any  conditions  have  heen  imposed  under 
paragraph  (S) ,  such  conditions. 

(d)  If  a  designation  agreement  under  subsection  (b)  or  (c)  of  a 
health  systems  agency  for  a  heakh  service  area  is  termiated  before 
the  date  prescribed  for  its  expiration  or  is  not  reneioed^  the  Secretary 
shall,  upon  application  and  in  accordance  with  subsection  (b)  or  (c) 
(as  the  Secretary  determines  appropriate),  enter  into  designation 
agreement  with  another  entity  to  be  the  heahh  systems  agency  for 
such  area. 

PLANNING  GRANTS 

Sec.  1516.  (a)  The  Secretary  shall  make  in  each  fiscal  year  a  grant 
to  each  health  systems  agency  with  which  there  is  in  effect  a  designa- 
tion agreement  under  subsection  (b)  or  (c)  of  section  1515.  A  grant 
under  this  subsection  shall  be  made  on  such  conditions  (including 
suhmission  of  the  health  systems  agency^s  hudget)  as  the  Secretary 
determines  is  appropriate,  shall  be  used  by  a  health  systems  for  com- 
pensation of  agency  personnel,  collection  of  data,  planning,  and  the 
performance  of  the  functions  of  the  agency [,  and  shall  be  available 
for  obligation  for  a  period  not  to  exceed  the  period  for  which  its 
designation  agreement  is  entered  into  or  renewed  (as  the  case  may  be) , 
except  that  in  the  case  of  a  grant  made  to  a  conditionally  designated 
entity  with  which  the  Secretary  will  not  enter  into  a  designation 
agreement  under  section  1515(c),  such  grant  shall  be  available  for 
obligation  for  such  additional  period  as  the  Secretary  determines 
such  entity  will  require  to  satisfactorily  terminate  its  activities  under 
the  agreement  for  its  conditional  designation].  Funds  under  a  grant 
which  remain  availahle  for  ohligation  at  the  end  of  the  fiscal  year  in 
which  the  grant  hm  heen  made  shall  remain  availahle  for  ohligation 
in  the  succeeding  fiscal  year.,  except  that  {!)  no  funds  under  any 
grant  to  any  agency  may  he  ohligated  in  any  period  in  which  a  desig- 
nation agreement  is  not  in  effect  for  such  agency^  and  (2)  notwith- 
standing clause  (l)^a  grant  made  to  a  conditionally  designated  entity 
loith  which  the  Secretary  will  not  enter  into  a  designation  agreement 
under  section  1515(c)  shall  he  availahle  for  ohligation  for  such  addi- 
tional period  as  the  Secretary  determines  such  entity  will  require  to 
satisfactorily  terminate  its  activities  under  the  agreement  for  its  con- 
ditional designation.  A  health  systems  agency  may  use  funds  under 
a  grant  under  this  subsection  to  make  payments  under  contracts 
with  other  entities  to  assist  the  health  systems  agency  in  tlie  perform- 
ance of  its  functions ;  but  it  shall  not  use  funds  under  such  a  grant 
to  make  payments  under  a  grant  or  contract  with  another  entity  for 
the  development  or  delivery  of  health  services  or  resources. 

[(b)  (1)  The  amount  of  any  grant  under  subsection  (a)  to  a  health 
systems  agency  designated  under  section  1515(b)  shall  be  determined 
by  the  Secretary.  The  amount  of  any  grant  under  subsection  (a)  to 
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any  health  systems  agency  designated  under  section  1515(c)  shall  be 
the  lesser  of — 

[(A)  the  product  of  $0.50  and  the  population  of  the  health 
service  area  for  which  the  agency  is  designated,  or 

[(B)  $3,750,000, 
unless  the  agency  would  receive  a  greater  amount  under  paragraph 
(2)  or  (3). 

[(2)  (A)  If  the  application  of  a  health  systems  agency  for  such  a 
grant  contains  assurances  satisfactory  to  the  Secretary  that  the  agency 
will  expend  or  obligate  in  the  period  in  which  such  grant  will  be  avail- 
able for  obligation  non-Federal  funds  meeting  the  requirements  of 
subparagraph  (B)  for  the  purposes  for  which  such  grant  may  be 
made,  the  amount  of  such  grant  shall  be  the  sum  of — 

£(i)  the  amount  determined  under  paragraph  (1),  and 
[(ii)  the  lesser  of  (I)  the  amount  of  such  non-Federal  funds 
with  respect  to  which  the  assurances  were  made,  or  (II)  the  prod- 
uct of  $0.25  and  the  population  of  the  health  service  area  for 
which  the  agency  is  designated. 
[(B)  The  non-Federal  funds  which  an  agency  may  use  for  the 
pose  of  obtaining  a  grant  under  subsection  (a)  which  is  computed 
on  the  basis  of  the  formula  prescribed  by  subparagraph  (A)  shall — 
[(i)  not  include  any  funds  contributed  to  the  agency  by  any 
individual  or  private  entity  which  has  a  financial,  fiduciary,  or 
other  direct  interest  in  the  development,  expansion,  or  support 
of  health  resources,  and 

[(ii)  be  funds  which  are  not  paid  to  the  agency  for  the  per- 
formance of  particular  services  by  it  and  which  are  otherwise 
contributed  to  the  agency  without  conditions  as  to  their  use 
other  than  the  condition  that  the  funds  shall  be  used  for  the 
purposes  for  which  a  grant  made  under  this  section  may  be  used. 
[(3)  The  amount  of  srant  under  subsection  (a)  to  a  health  systems 
aerencv  designated  under  section  1515(c)   may  not  be  less  than 
$175,000.] 

(h)  The  amount  of  any  grant  under  suhsection  {a)  to  a  health  sys- 
tems agency  designated  under  section  1515(b)  shall  he  determined 
hy  the  Secretary. 

(c)  (1)  Except  as  promded  in  paraaraph  (^),  the  amount  of  a 
grant  under  suhsection  (a)  to  a  health  system  agency  designated 
under  section  1515 {c)  shall  he  the  qreater  of  the  amount  determined 
under  suhvaraqraph  (^),  (B),or  (O)  as  follows: 

(A)  The  amount  of  a  grant  to  a  health  systems  agency  shall 
he  the  lesser  of — 

(^)  if  the  population  of  the  health  service  area  for  which 
the  agenf^^'  is  designated — 

(/)  is  not  over  one  million.,  the  product  of  $0.70  and 
the  population  of  such  area^ 

(II)  is  over  one  million  hut  not  over  two  million^  the 
sum^  of  $700,000  and  the  product  of  $0.50  and  the  popu- 
lation of  such  area  tohich  is  over  one  million,  or 

(III)  is  over  two  million,  the  sum  of  $1^200,000  and 
the  product  of  $0.30  and  the  population  of  such  area 
which  is  over  two  million,  or 

(ii)  $3,750,000. 
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{B)  (i)  If  the  application  of  the  health  systems  agency  for 
such  grant  states  that  the  agency^  in  its  latest  fiscal  year  ending 
hefore  the  period  in  which  such  grant  will  he  available  for  obli- 
gation^ collected  non-Federal  funds  meeting  the  requirements 
of  clause  (ii)  for  the  purposes  for  which  such  grant  may  he 
made^  the  amount  of  such  grant  shall  he  the  sum  of — 

(/)  the  amount  determined  under  subparagraph  {A) 
or  {C)^  whichever  is  applicahle^  and 

{II)  the  lesser  of  the  amount  of  such  non-Federal 
funds  or  the  product  of  $0.25  and  the  population  of  the 
health  service  area  for  which  the  agency  is  designated, 
{ii)  The  non-Federal  funds  ivhich  an  agency  may  u^e  for 
the  purpose  of  obtaining  a  grant  under  subsection  {a)  which 
is  computed  on  the  basis  of  the  formula  prescribed  by  clause 
{i)  shall  he  funds  ivhich  are  not  paid  to  the  agency  for  the 
performance  of  particular  services  by  it  and  which  are  other- 
wise contributed  to  the  agency  without  conditions  as  to  their 
u^e  other  than  the  condition  that  the  funds  shall  be  used  for 
the  purposes  for  which  a  grant  made  under  this  section  may 
be  used. 

{€)  The  amount  of  a  grant  to  a  health  systems  agency  may 
not  be  less  than — 

{i)  in  the  case  of  a  grant  made  in  the  fiscal  year  ending 
September  SO.,  1979.,  $175,000  and.,  to  the  extent  appropria- 
tions are  specifically  made  after  the  date  of  the  enactinent  of 
the  Health  Planning  and  Resources  Development  Amend- 
ments of  1979  to  provide  the  additional  amount  authorized 
by  this  clause^  an  amount  lohich  hears  the  same  ratio  to 
$25p00  as  the  number  of  days  beginning  in  the  period  begin- 
ning on  such  date  of  enactment  and  ending  on  the  date  of  the 
period  for  lohich  the  grant  was  made  hears  to  365., 

{ii)  $200 poo  in  the  case  of  a  grant  made  in  the  fiscal  year 
ending  September  30^  1980., 

{Hi)  $215,000  in  the  case  of  a  grant  mads  in  the  fiscal  year 
ending  September  30^  1981,  and 

{iv)  $230 poo  in  the  case  of  a  grant  made  in  any  succeeding 
fiscal  year. 

{2)  If  the  Secretary  determines^  after  review  of  the  budget  of  a 
health  systems  agency  and  after  consultation  with  the  State  health 
planning  and  development  agency  of  the  State  in  which  such  agency 
is  located.,  that  the  amount  of  a  grant  which  is  to  he  mude  to  the 
agency  in  accordance  with  paragraph  {1)  is  in  excess  of  the  amount 
needed  by  the  agency  to  adequately  perform  its  functions  under  its 
designation  agreement^  the  amount  of  the  grant  to  the  agency  shall 
be  such  amount  as  the  Secretary  determines  the  agency  needs  for  the 
performance  of  such  functions. 

(3)  If  the  Secretary  determines,  after  review  of  the  budget  of  a 
health  systems  agency,  that  the  dmount  of  a  grant  lohich  is  to  be  made 
to  the  agency  in  accordance  loith  paragraph  {!)  is  in  excess  of  the 
amount  needed  by  the  agency  to  adequately  perform  its  functions 
under  its  designation  agreement,  the  amount  of  the  grant  to  the  agency 
shall  he  such  'amount  as  the  Secretary  determines  the  agency  needs 
for  the  performance  of  such  functions. 
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[(c)]  (<^)(1)  For  the  purpose  of  making  payments  pursuant  to 
grants  made  under  subsection  (a),  there  are  authorized  to  be  appro- 
priated $60,000,000  for  the  fiscal  year  ending  June  30,  1975,  $90,000,- 
000  for  the  fiscal  year  ending  June  30,  1976,  [andj  $125,000,000  each 
for  the  fiscal  years  ending  September  30,  1977,  and  September  30, 
1978,  $150,000,000  for  the  fiscal  year  ending  Septemher  30,  1980. 
$160,000,000  for  the  peal  year  ending  Septemher  30,  198U  and  $170,- 
000,000  for  the  fiscal  year  ending  Septemher  30,  1982. 

[(2)  Notwithstanding  subsection  (b),  if  the  total  of  the  grants  to 
be  made  under  this  section  to  health  systems  agencies  for  any  fiscal 
year  exceeds  the  total  of  the  amounts  appropriated  under  paragraph 
(1)  for  that  fiscal  year,  the  amount  of  the  grant  for  that  fiscal  year 
to  each  health  systems  agency  shall  be  an  amount  which  bears  the 
same  ratio  to  the  amount  determined  for  that  agency  for  that  fiscal 
year  under  subsection  (b)  as  the  total  of  the  amounts  appropriated 
under  paragraph  (1)  for  that  fiscal  year  bears  to  the  total  amount 
req.uired  to  make  grants  to  all  health  systems  agencies  in  accordance 
with  the  applicable  provision  of  subsection  (b)  ;  except  that  the 
amount  of  any  grant  to  a  health  systems  agency  for  any  fiscal  year 
shall  not  be  less  than  $175,000,  unless  the  amount  appropriated  for 
that  fiscal  year  under  paragraph  ( 1 )  is  less  than  the  amount  required 
to  make  such  a  grant  to  each  health  systems  agency.] 

{2)  Of  the  amount  appropriated  under  paragraph  {!)  for  any 
fiscal  year,  the  Secretary  may  use  not  more  than  5  per  centmn  of  such 
amount  to  increase  the  amount  of  a  grant  in  such  fiscal  year  to  a  health 
systems  agency  under  suhsection  (a)  to  assist  the  agency  in  meeting 
extraordinary  expenses  {including  extraordinary  expenses  resulting 
from  the  agency^ s  health  systems  area  heing  located  in  more  than  one 
State  or  from  the  agency  serving  a  large  health  service  area)  which 
loould  not  he  covered  under  the  amount  of  the  grant  that  would  he 
availahle  to  the  agency  under  suhsection  (<?). 

{3)  Notwithstanding  suhsection  (c)  (1),  if  the  total  of  the  amounts 
appropriated  under  paragraph  (1)  for  any  fiscal  year  (reduced  hy 
the  amount  to  he  retained  hy  the  Secretary  for  use  under  paragraph 
{2) )  is  less  than  the  amount  required  to  make  grants  to  each  health 
system  agency  designated  under  section  1515 {c)  in  the  amount  pre- 
scrihed  for  such  agency  hy  suhparagraph  {A),  (B),  or  (O)  of  such 
suhsection,  the  ^Secretary  shall  make  a  pro  rata  reduction  in  the 
amount  of  the  grant  to  each  such  agency,  hut,  to  the  extent  of  avail- 
able appropriations,  no  such  agency  shall  receive  a  grant  in  an 
amount  less  than  the  amount  prescribed  hy  such  suhparagraph  {C) 
for  such  fiscal  year. 

Part  C — State  Health  Planning  and  Development 

designation  of  state  health  planning  and  development  agencies 

Sec.  1521.  (a)  For  the  purpose  of  the  performance  within  each 
State  of  the  health  planning  and  development  functions  prescribed 
by  section  1523,  the  Secretary  shall  enter  into  and  renew  agreements 
(described  in  subsection  (b) )  for  the  designation  of  a  State  health 
planning  and  development  agency  for  each  State. 


151 


(b)  (1)  A  designation  agreement  under  subsection  (a)  is  an  agree- 
ment with  the  Governor  of  a  State  for  the  designation  of  an  agency 
(selected  by  the  Governor)  of  the  government  of  that  State  as  the 
State  heakli  phmning  and  development  agency  (hereinafter  in  this 
[part]  title  referred  to  as  the  "State  Agency")  to  administer  the  State 
administrative  program  prescribed  by  section  1522  and  to  carry^  out 
the  State's  health  planning  and  development  functions  prescribed  by 
section  1523.  The  Secretary  may  not  enter  into  such  an  agreement 
with  the  Governor  of  a  State  unless — 

(A)  there  has  been  submitted  by  the  State  a  State  administra- 
tive program  which  has  been  approved  by  the  Secretary, 

(B)  an  application  has  been  made  to  the  Secretary  for  such  an 
agreement  and  the  apj^lication  contains  assurances  satisfactory 
to  the  Secret ar\'  that  the  agency  selected  by  the  Governor  for 
designation  as  the  State  Agency  has  the  authority  and  resources 
to  administer  the  State  administrative  program  of  the  State  and 
to  carry  out  the  health  planning  and  development  functions 
prescribed  by  section  1523.  and 

(C)  in  the  case  of  an  agreement  entered  into  under  paragraph 
(3),  there  has  been  established  for  the  State  a  Statewide  Health 
Coordinating  Council  meeting  the  requirements  of  section  1524. 

(2)  (A)  The  agreement  entered  into  with  a  Governor  of  a  State 
tmder  subsection  (a)  may  provide  for  the  designation  of  a  State 
Agency  on  a  conditional  basis  with  a  view  to  determining  the  capacity 
of  the  designated  State  Agency  to  administer  the  State  administrative 
program  of  the  State  and  to  carry  out  the  health  planning  and  develop- 
ment functions  prescribed  by  section  1523.  The  Secretary  shall  re- 
quire as  a  condition  to  the  entering  into  of  such  an  agreement  that  the 
(governor  submit  on  behalf  of  the  agency  to  be  designated  a  plan  for 
the  a^encv's  orderly  assumption  and  implementation  of  such  functions. 

(B)  The  period  of  an  agreement  described  in  subparagraph  (A) 
may  not  exceed  thirty-six  months/  except  that  the  Secretary ^  may 
extend  the  period  for  siwh  additional  time  as  he  -finds  appropriate  if 
he  frnds  that  the  designated  State  Agenc-y  is  making  a  good  faith 
eirort  to  comply  with  the  Tequirements  of  section  1523.  During  such 
period  the  Secretary  may  require  that  the  designated  State  Agency 
perform  only  such  of  the  ftmctions  of  a  State  Aofency  prescribed  by 
section  1523  as  he  determines  it  is  capable  of  performing.  The  number 
and  type  of  such  functions  shall,  during  such  period,  be  progressively 
increased  as  the  designated  State  Agency  becomes  capable  of  added 
responsibility,  so  that  by  the  end  of  such  period  the  desiofnated  State 
Agency  may  be  considered  for  designation  under  paragraph  (3). 

fC)\\nv  ag-reement  with  a  Governor  of  a  State  entered  into  under 
subparagraph  (  A)  may  be  terminated  bv  the  Governor  upon  mnetv 
days'  notice  to  the  Secretary  or  by  the  Secretary  upon  nmety  days 
notice  to  the  Governor. 

(3)  iA)  If,  on  the  basis  of  an  application  for  desiomat;on  as  a  ^tate 
Agency  (  and.  in  the  case  of  an  aofencv  conditionally  designated  under 
paragrmoh  (2),  on  the  basis  of  its  performance  under  an  agreement 
with  a  Governor  of  a  State  entered  into  under  such  parn|-raph).  the 

,  Secretary  determines  that  the  agency  is  capable  of  fulfillmo:,  m  a 
'  satisfactory  manner,  the  responsibilities  of  a  State  Agency,  he  shall 
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enter  into  an  agreement  with  the  Governor  of  the  State  designating 
the  agency  as  the  State  Ageney  for  the  State.  No  such  agreement  may 
be  made  unless  an  a[)plication  tlierefor  is  submitted  to,  and  approved 
by,  the  Secretary.  Any  such  agreement  sliall  be  for  a  term  of  not  to 
exceed  [twelve]  th'rvty-mx  months,  excei)t  that,  prior  to  the  expiration 
of  sucli  term,  sucli  agreement  may  be  terminated — 

[A]  (/')  by  the  Governor  at  such  time  and  upon  such  notice 
to  the  Secretary  as  he  may  by  regulation  prescribe,  or 

[(B)  by  the  Secretary,  at  such  time  and  upon  such  notice 
to  the  Governor  as  the  Secretary  may  by  regulation  prescribe, 
if  the  Secretary  determines  that  the' designated  State  Agency 
is  not  complying  with  or  effectively  carrying  out  the  provisions 
of  such  agreement.] 

{ii)  hy  the  Secretanj  if  the  Secretary  determines^  in  accordance 
with  subparagraph  {B)^  that  the  designated  State  Agency  is  not 
com/plying  with  th  e  provisions  of  such  agreement. 
An  agreement  under  this  paragraph  shall  contain  such  provisions 
as  the  Secretary  may  require  to  assure  that  the  requirements  of  this 
part  respecting  State  Agencies  are  complied  with. 

(B)  Before  the  Secretary  mmj  terminate  a,n  agreement  with  a  desig- 
nated^ State  Agency  under  suhparagraph  the  Secretary 
shall — 

(^)  consult  loith  the  Statewide  Health  Coordinating  Council  of 
the  State  for  lohich  the  State  Agency  is  designated  respecting  the 
proposed  termination., 

(ii)  give  the  State  Agency  notice  of  the  intention  to  terminate 
the  agreem£mt  and  in  the  notice  specify  with  particularity  (/)  the 
basis  for  the  determination  of  the  Secretary  that  the  State  Agency 
is  not  in  compliance  with  the  agreement.,  and>  {11)  the  actions  that 
the  State  Agency  should  take  to  come  into  compliance  with  the 
agreement.,  and 

(Hi)  provide  the  State  Agency  with  a  reasonable  opportunity 
for  a  hearing^  before  an  officer  or  employee  of  the  Department  of 
Healthy  Education^  and  Welfare  designated  for  such  purpose,  on 
the  matter  specified  hi  the  notice. 
The  Secretary  may  not  terminate  such  an  agreement  before  consulting 
with  the  National  Council  on  Health  Planning  and  Development 
respecting  the  proposed  tennination.  Before  the  Secretary  may  permit 
the  term  of  an  agreement  to  expire  without  renewing  the  agreement, 
the  Secretary  shall  make  the  consultations  prescribed,  by  clause  (i)  and 
the  preceding  sentence,  give  the  entity  with  which  the  agreement  was 
made  notice  of  the  intention  not  to  renew)  the  agreement  and  the  rea- 
sons for  not  renewing  the  agreement,  and  provide,  as  prescribed  by 
clause  (Hi),  the  entity  an  opportunity  for  a  hearing  on  the  matter 
specified  in  the  notice. 

(4)  An  aiireement  entered  into  under  paragra])h  {?>)  for  the  desig- 
nation of  a  State  Agency  may  be  I'enewed  by  the  Secretary  for  a  period 
not  to  exceed  [twelve]  thirty-six  months  if  he  detei'mines  that  it  has 
fulfilled,  in  a  satisfactory  manner,  the  responsibilities  of  a  State 
Agency  during  the  period  of  the  agreement  to  be  renewed  and  if  the 
applicable  State  administrative  program  continues  to  meet  the  require- 
ments of  section  1522.  Before  renewing  an  agreement  umfer  this  papa- 
graph  'with  a  State  Agency  for  a.  State,  the  Secretary  shall  provide 
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each  health  systems  agency  designated  for  a  health  service  area  located 
{in  whole  or  in  part)  in  such  State  an  opportunity  to  comment  on  the 
performance  of  the  State  Agency  and  to  provide  a  recommendation  on 
whether  such  agreement  should  he  renewed. 

(c)  If  a  designation  agreement  with  the  Government  of  a  State 
entered  into  under  subsection  (b)  (2)  or  (b)  (3)  is  terminated  before 
the  date  prescribed  for  its  expiration,  the  Secretary  shall,  upon  appli- 
cation and  in  accordance  with  subsection  (b)  (2),  or  (b)  (3)  (as  the 
Secretary  determines  appropriate) ,  enter  into  another  agreement  with 
the  Governor  for  the  designation  of  a  State  Agency. 

[(d)  If,  upon  the  expiration  of  the  fourth  fiscal  year  which  begins 
after  the  calendar  year  in  which  the  National  Health  Planning  and 
Resources  Development  Act  of  1974  is  enacted,  an  agreement  under 
this  section  for  the  designation  of  a  State  Agency  for  a  State  is  not  in 
effect,  the  Secretary  may  not  make  any  allotment,  grant,  loan,  or  loan 
guarantee,  or  enter  into  any  contract,  under  this  Act,  the  Community 
Mental  Health  Centers  Act,  or  the  Comprehensive  Alcohol  Abuse  and 
Alcoholism  Prevention,  Treatment,  and  Rehabilitation  Act  of  1970  for 
the  development,  expansion,  or  support  of  health  resources  in  such 
State  until  such  time  as  such  an  agreement  is  in  effect.] 

{d)  If  an  agreement  under  subsection  (h)  (S)  for  the  designation  of 
a  State  Agency  for  a  State  is  not  in  effect  upon  the  expiration  of — 

{1)  the  fourth  fiscal  year  which  begins  after  the  calendar  year 
in  lohich  the  National  Health  Planning  and  Development  Act 
of  197 If  is  enacted, 

{2)  the  first  regular  session  of  the  legislature  of  such  State 
lohich  heghis  after  the  promulgation  of  the  regulations  under 
section  117(e)  of  the  Health  Planning  and  Resources  Develop- 
ment Amendments  of  1979^  or 

(3)  the  sixth  month  after  the  month  in  lohich  such  regulations 
are  promulgated, 

whichever  occurs  later^  no  grant  may  he  made  to  or  contract  entered 
into  tvith  the  State  under  this  Act,  the  Community  Mental  Health 
Centers  Act,  the  Comprehensive  Alcohol  Abuse  and  Alcoholism  Pre- 
vention., Treatment,  and  Rehabilitation  Act  of  1970,  or  the  Dymg  Abuse 
Office  and  Treatment  Act  of  1972  until  such  time  as  such  an  agreement 
is  in  effect. 

STATE  ADMIXISTRATIVE  PROGRAM 

Sec.  1522.  (a)  A  State  administrative  program  (hereinafter  in  this 
section  referred  to  as  the  "State  Program")  is  a  program  for  the 
performance  within  the  State  by  its  State  xVgency  of  the  functions 
Prescribed  by  section  1523.  The  Secretary  may  not  approve  a  State 
program  for  a  State  unless  it — 

(1)  meets  the  requirements  of  subsection  (b)  ; 

(2)  has  been  submitted  to  the  Secretary  by  the  Governor  of  the 
State  at  such  time  and  in  such  detail,  and  contains  or  is  accom- 
panied by  such  information,  as  the  Secretary  deems  necessary; 
and 

(3)  has  been  submitted  to  the  Secretary  only  after  the  Gov- 
ernor of  the  State  has  afforded  to  the  general  public  of  the  State 
a  reasonable  opportunity  for  a  presentation  of  views  on  the 
State  Program. 
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(b)  The  State  Program  of  a  State  must^ — 

(1)  provide  for  the  performance  within  the  State  (after  the 
designation  of  a  State  Agency  and  in  accordance  with  the  desig- 
nation agreement)  of  the  functions  prescribed  by  section  1523 
and  specify  the  State  Agency  of  the  State  as  the  sole  agency  for 
the  performance  of  such  functions  (except  as  provided  in  sub- 
section (b)  of  such  section)  and  for  the  administration  of  the 
State  Program ; 

(2)  contain  or  be  supported  by  satisfactory  evidence  that  the 
State  Agency  has  under  State  law  the  authority  to  carry  outi 
such  functions  and  the  State  Program  in  accordance  with  this 
part  and  contain  a  current  budget  for  the  operation  of  the  State 
Agency; 

(3)  provide  for  adequate  consultation  with,  and  authority  for, 
the  Statewide  Health  Coordinating  Council  (prescribed  by  sec- 
tion 1524) ,  in  carrying  out  such  functions  and  the  State  Program; 

(4)  (A)  set  forth  in  such  detail  as  the  Secretary  may  prescribe 
the  qualifications  for  personnel  having  responsibilities  in  the 
performance  of  such  functions  and  the  State  Program,  and  require 
the  State  Agency  to  have  a  professional  staff  for  planning  and  a 
professional  staff  for  development,  which  staffs  shall  be  of  such 
size  and  meet  such  qualifications  as  the  Secretary  may  prescribe ; 

(B)  provide  for  such  methods  of  administration  as  are  found 
by  the  Secretaiy  to  be  necessary  for  the  proper  and  efficient 
administration  of  such  functions  and  the  State  Program,  includ- 
ing methods  relating  to  the  establishment  and  maintenance  of 
personnel  standards  on  a  merit  basis  consistent  with  such  stand- 
ards as  are  or  may  be  established  by  the  Civil  Service  Commis- 
sion under  section  208(a)  of  the  Intergovernmental  Personnel 
Act  of  1970  (Public  Law  91-648) ,  but  the  Secretary  shall  exercise 
no  authority  with  respect  to  the  selection,  tenure  or  office,  and 
compensation  of  any  individual  employed  in  accordance  with 
the  methods  relating  to  personnel  standards  on  a  merit  basis 
established  and  maintained  in  conformity  with  this  paragraph; 

(5)  require  the  State  Agency  to  perform  its  functions  in  accord- 
ance with  procedures  and  criteria  established  and  published  by 
it,  which  procedures  and  criteria  shall  conform  to  the  require- 
ments of  section  1532 ; 

(6)  require  the  State  Agency,  ?'n  accordance  ivith  applicable 
/State  law,  to  (A)  [conduct  its  business  meetings]  hold  in  public 
meetings  to  conduct  the  business  of  the  State  Agency  in  public, 
(B)  give  adequate  notice  to  the  public  of  such  meetings,  and  (C) 
make  its  records  and  data  available,  upon  request,  to  the  public; 

(7)  (A)  provide  for  the  coordination  (in  accordance  with  regu- 
lations of  the  Secretary)  with  the  cooperative  system  provided 
for  under  section  306(e)  of  the  activities  of  the  State  Agency  for 
the  collection,  retrieval,  analysis,  reporting,  and  publication  of 
statistical  and  other  information  related  to  health  and  health 
care  and  for  the  coordination  by  the  State  Agency  in  the  conduct 
of  its  activities  with  any  entity  of  the  State  v^hich  reviews  the  rates 
or  budgets  of  health  care  facilities  in  the  State,  and  (B)  require 
providers  of  health  care  doing  business  in  the  State  to  make  statis- 
tical and  other  reports  of  such  information  to  the  State  Agency ; 
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(8)  provide,  in  accordance  with  methods  and  procedures  pre- 
scribed or  approved  by  the  Secretary,  for  the  evaluation,  at  least 
annually,  of  the  performance  by  the  State  Agency  of  its  functions 
and  of  their  economic  effectiveness ; 

(9)  provide  that  the  State  Agency  will  from  time  to  time,  and 
in  any  event  not  less  often  than  annually,  review  the  State  Pro- 
gram and  submit  to  the  Secretary  required  modifications ; 

(10)  require  the  State  Agency  to  (A)  assemble  and  report  to 
the  Secretary  data  {other  than  data  tchich  is  regularly  collected  hy 
any  entity  of  the  Defartment  of  Healthy  Education^  and  Welfare 
under  a  provision  of  l-aio  other  than  this  title)  which  the  Secretary 
may  require  to  carry  out  his  responsibilities  under  section  1501  {e)^ 
including  data  on  the  personnel,  facilities,  and  other  resources 
needed  to  meet  the  goals  set  forth  in  the  State  health  plan^  and 
(B)  make  such  reports,  in  such  form  and  containing  such  infor- 
mation, concerning  its  structure,  operations,  performance  of  func- 
tions, and  other  matters  as  the  Secretary  may  from  time  to  time 
require,  and  keep  such  records  and  afford  such  access  thereto  as 
the  Secretary  may  find  necessary  to  verify  such  reports; 

(11)  require  the  State  Agency  to  provide  for  such  fiscal  control 
and  fund  accounting  procedures  as  the  Secretary  may  require 
to  assure  proper  disbursement  of,  and  accounting  for,  amounts 
received  from  the  Secretary  under  this  title ; 

(12)  permit  the  Secretary  and  the  Comptroller  General  of  the 
United  States,  or  their  representatives,  to  have  access  for  the 
j)urpose  of  audit  and  examination  to  any  books,  documents, 
papers,  and  records  of  the  State  Agency  pertinent  to  the  dis- 
position of  amounts  received  from  the  Secretary  under  this  title ; 
and 

(13)  provide  that  if  the  State  Agency  makes  a  decision  in  the 
performance  of  a  function  under  paragraph  (3),  (4),  (5),  or  (6) 
of  section  1523(a)  or  under  title  XVI  which  is  inconsistent  with  a 
recommendation  made  under  subsection  (f)  [,  (g),  or  (h)]  or  (g) 
of  section  1513  by  a  health  systems  agency  within  the  State^ — 

(A)  such*^  decision  (and  the  record  upon  which  it  was 
made)  shall,  upon  request  of  the  health  systems  agency,  be 
reviewed,  under  an  appeals  mechanism  consistent  with 
State  law  governing  the  practices  and  procedures  of  ad- 
ministrative agencies,  by  any  agency  of  the  State  authoHzed 
by  such  mechanism  to  make  such  review  or^  if  there  is  no  such 
State  laii\  by  an  agency  of  the  State  (other  than  the  State 
health  planning  and  development  agency)  designated  by  the 
Governor,  and 

(B)  the  decision  of  the  reviewing  agency  under  sub- 
paragraph (A)  shall  for  purposes  of  this  title  and  title  XVI 
be  considered  the  decision  of  the  State  health  planning  and 
development  agency. 

(c)  The  Secretary  shall  approve  any  State  Program  and  any  modi- 
fication thereof  which  complies  with  subsections  (a)  and  (b).  The 
Secretary  shall  review  for  compliance  with  the  requirements  of  this 
part  the  specifications  of  and  operations  under  each  State  Program 
approved  by  him.  Such  review  shall  be  conducted  not  less  often  than 
once  each  year. 
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STATE  HEALTH  PLANNING  AND  DEVELOPMENT  FUNCTIONS 

Sec.  1523.  (a)  Each  State  Agency  of  a  State  designated  under 
section  1521(b)  (3)  shall,  except  as  authorized  under  subsection  (b), 
perform  within  the  State  the  following  functions : 

(1)  (A)  Conduct  the  health  planning  activities  of  the  State  and 
implement  those  parts  of  the  State  health  plan  (under  section 
1524(c)  (2) )  and  the  plans  of  the  health  systems  agencies  within 
the  State  which  relate  to  the  government  of  the  State,  aTid  (B) 
detei^mine  the  statewide  health  needs  of  the  State  after  pro'viding 
reasonable  opportunity  for  the  submission  of  imitten  recommen- 
dations respecting  such  needs  by  the  State  health  authority^  the 
State  mental  health  authority^  and  other  agencies  of  the  State 
government^  designated  by  the  Governor  for  the  purpose  of  mak- 
ing such  recommendations^  and  after  consulting  with  the  State- 
wide Health  Coordinating  Council. 

(2)  Prepare  [and  review  and  revise  as  necessary  (but  at  least 
annually)],  review  at  least  biennially.,  and  revise  a^  necessary  a 
preliminary  State  health  plan  which  shall  be  made  up  of  the 
HiSP's  of  the  health  systems  agencies  within  the  State.  In  catling 
out  its  functions  under  this  paragraph^  the  State  Agency  shall 
refer  the  HSP^s  to  the  State  health  authority.,  the  State  mental 
health  authority.,  and  other  agencies  of  the  State  government  {des- 
ignated by  the  Governor  to  make  the  review)  prescribed  by  this 
sentence)  to  review  the  goals  and  related  resource  requirements  of 
the  HSP^s  and  to  make  written  recommendations  to  the  State 
Agency  respecting  such  goals  and  requirements.  Such  preliminary 
plan  may,  as  found  necessary  by  the  State  Agency,  contain  such 
revisions  of  such  HSP's  to  achieve  their  appropriate  coordination 
or  to  deal  more  effectively  with  statewide  health  needs  determined 
under  paragraph  {1){B).  Such  preliminary  plan  shall  be  sub- 
mitted to  the  Statewide  Health  Coordinating  Council  of  the  State 
for  approval  or  disapproval  and  for  use  in  developing  the  State 
health  plan  referred  to  in  section  1524  (c) . 

/     (3)  Assist  the  Statewide  Health  Coordinating  Council  of  the 
/    State  in  the  [review  of  the  State  medical  facilities  plan  required 
^      under  section  1603,  and  in  the]  performance  of  its  functions 
generally. 

(4)  (A)  Serve  as  the  designated  planning  agency  of  the  State 
for  the  purposes  of  section  1122  of  the  Social  Security  Act  if  the 
State  has  made  an  agreement  pursuant  to  such  section,  and  (B) 
administer  a  State  certificate  of  need  program  which  applies  to 
[new  institutional  health  services  proposed  to  be  offered  or  de- 
veloped within  the  State]  the  obligation  of  .capital  expenditures 
within  the  State  and  the  offering  loithin  the  State  of  new  institu- 
tional health  services  and  the  acquisition  of  major  medical  equip- 
ment and  which  is  satisfactory  to  the  Secretary.  [Such  program 
shall  provide  for  review  and  determination  of  need  prior  to  the 
time  such  services,  facilities,  and  organizations  are  offered  or 
developed  or  substantial  expenditures  are  undertaken  in  prepara- 
tion for  such  offering  or  development,  and  provide  that  only  those 
services,  facilities,  and  organizations  found  to  be  needed  shall  be 
offered  or  developed  in  the  State.]  A  certificate  of  need  program 
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shoJl  not  he  found  satisfactory  to  the  Secretary  unless  each  deter- 
mination of  need  within  the  State  is  made  hy  the  State  Agency 
solely  on  the  tasis  of  its  review  conducted  in  accordance  loith  the 
procedures  and  criteria  it  has  adopted  in  accordance  loith  this  title 
and  regulations  fromulgated  under  it.  In  performing  its  functions 
under  this  paragraph  the  State  Agency  shall  consider  recom- 
mendations made  bv  health  systems  agencies  under  section  1513 

(5)  After  consideration  of  recommendations  submitted  by 
health  systems  agencies  under  section  [14:13(f)]  1513 {f)  respect- 
ing ncTv  institutional  health  seryices  proposed  to  be  offered  within 
the  State,  make  findino-s  as  to  the  need  for  such  seryices. 

(6)  Eeyiew  on  a  periodic  basis  (but  not  less  often  than  eyery 
fiye  years)  [all  institutional  health  seryices  being  offered  in  the 
State]  all  institutional  and  home  health  services  lohich  are  offered 
in  the  State  a/nd  which  have  heen  designated  ty  the  Secretary  for 
appropriateness  review  under  this  paragraph  and,  after  considera- 
tion of  recommendations  submitted  by  health  systems  agencies 
under  section  1513(g)  respecting  the  appropriateness  of  such 
seryices,  make  public  its  findings. 

(7)  Prepare  an  inventory  of  the  health  care  facilities  {other 
than  Federal  health  care  faeilities)  located  in  the  State  and 
evaluate  on  an  ongoing  basis  the  physical  condition  of  su/jh  facil- 
ities. Such  inventory  and  evaluations  shall  be  reported  to  the 
health  systems  agencies  designated  for  health  serviee  areas  located 
{in  whole  or  in  part)  in  the  State  for  purposes  of  the  functions 
of  the  agency  under  section  1513 {h). 

If  in  deter-mining  the  statewide  health  needs  under  paragraph  {1)  {B) 
or  in  preparing  or  re  v  ising  a  preliminar-y  State  health  plan  under  para- 
graph {2)  the  State  Agency  does  not  take  an  action  proposed  in  a  rec- 
ommendation submitted  under  tJie  applicable  paragraph^  the  State 
Agency  shdl  when  publishing  such  needs  or  health  plan  make  avail- 
able to  the  public  a  written  statement  of  its  reasons  for  not  taking 
action. 

(b)  (1)  Any  function  described  in  subsection  (a)  may  be  performed 
by  another  agency  of  the  State  goyernment  upon  request  of  the  Goy- 
ernor  under  an  agreement  with  the  State  Agency  satisfactory  to  the 
Secretary. 

(2)  The  requirement  of  paragraph  (4)  (B)  of  subsection  (a)  shall 
not  apply  to  a  State  Agency  of  a  State  until  the  expiration  of  the  first 
regular  session  of  the  legislature  of  such  State  which  begins  after  the 
date  of  enactment  of  this  title. 

(3)  A  State  Agency  shall  complete  its  findings  with  respect  to  the 
appropriateness  of  any  existing  institutional  health  seryice  withni  one 
year  after  the  date  a  health  systems  agency  has  made  its  recommenda- 
tion under  section  1513(g)  with  respect  to  the  appropriateness  of  the 
seryice.  .  x 

(c)  If  a  State  Agency  makes  a  decision  in  carrymg  out  a  tunction 
described  in  paragraph \l:).  (  5).  or  (6)  of  subsection  (a)  which  is  not 
consistent  with  the  goals  of  the  applicable  HSP  or  the  priorities  ot  the 
applicable  AIP,  the  State  Agency  shall  submit  to  the  appropriate 
health  systems  agency  a  detailed  statement  of  the  reasons  lor  the 
inconsistency. 
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STATEWIDE  HEALTH  COORDINATING  COUNCIL 

Sec.  1524.  (a)  A  State  health  planning  and  development  agency 
designated  under  section  1521  shall  be  advised  by  a  Statewide  Health 
Coordinating  Council  (hereinafter  in  this  section  referred  to  as  the 
"SHCC")  which  (1)  is  organized  in  the  manner  described  by  subsec- 
tion (b) ,  and  (2)  performs  the  functions  listed  in  subsection  (c) . 

(b)(1)  A  SHCC  of  a  State  shall  be  composed  in  the  following 
manner : 

(A)  (i)  A  SHCC  shall  have  no  fewer  than  sixteen  representa- 
tives {or  if  the  number  of  representatives  on  the  SHCC  to  which 
health  systems  agencies  are  entitled  under  the  second  sentence  of 
clause  {Hi)  is  less  than  sixteen^  no  fewer  than  the  number  to  which 
they  are  entitled)  appointed  by  the  Governor  of  the  State  from 
lists  of  £at  least  five]  nominees  submitted  to  the  Governor  by 
each  of  the  health  systems  agencies  designated  for  health  service 
areas  which  fall,  in  whole  or  in  part,  within  the  State.  Each 
agency  shall  submit  a  number  of  nominees  to  the  Governor  which  is 
at  least  twice  the  number  of  representatives  on  the  SHCC  to  which 
the  agency  is  entitled. 

(ii)  Each  such  health  systems  agency  shall  be  entitled  to  the 
same  number  of  representatives  on  the  SHCC,  except  that  the 
number  of  representatives  on  the  SHCC  to  which  a  health  systems 
agency  designated  for  a  health  service  area  lohich  is  not  entirely 
within  the  State  shall  be  a  number  which  is  based  on  the  relation- 
shiv  of  the  vopulation  of  the  portion  of  such  health  service  area 
within  the  State  to  the  population  of  the  largest  health  service  area 
located  entirely  within  the  State^  except  that  each  such  agency 
shall  be  entitled  to  at  least  one  representative  on  the  SHCC. 

[(iii)  Each  such  health  systems  agency  shall  be  entitled  to  at 
least  two  representatives  on  the  SHCC.  Of  the  representatives  of  a 
health  systems  agency,  not  less  than  one-half  shall  be  individuals 
SHCC  as  he  deems  apDronriate;  except  that  (i)  the  number  of 
who  are  consumers  of  health  care  and  who  are  not  providers  of 
health  care.] 

{Hi)  Except  as  otherwise  provided  in  clause  {ii)  and  this  clmtse^ 
each  such  health  systems  agency  shall  be  entitled  to  at  least  two 
representatives  on  the  SHCC.  If  there  are  more  than  ten  health 
systems  agencies  within  a  State^  each  health  systems  agency  within 
such  State  shall  be  entitled  to  only  one  representative  on  the 
SHCC.  Of  the  representatives  of  health  systems  agencies  on  the  . 
SHCC^  not  less  than  one-half  shall  be  individuals  loho  are  con-  ! 
sumers  of  health  care  and  who  are  not  providers  of  health  care. 

(B)  In  addition  to  the  appointments  made  under  subparagraph 
( A) ,  the  Govenror  of  the  State  may  appoint  such  persons  (includ- 
ing State  officials,  public  elected  officials,  and  other  representa- 
tives of  governmental  authorities  within  the  State)  to  serve  on  the 
SHCC  as  he  deems  appropriate;  except  that  (i)  the  number  of 
persons  appointed  to  the  SHCC  under  this  snbDara graph  may 
not  exceed  40  per  centum  of  the  total  membership  of  the  SHCC, 
and  Hi)  a  maiority  of  the  persons  appointed  bv  the  Governor 
shall  be  consumers  of  health  care  who  are  not  also  providers  of 
health  care. 
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(C)  Not  less  than  [one-third]  one-half  of  the  providers  of 
health  care  who  are  members  of  a  SHCC  shall  be  direct  providers 
of  health  care  (as  described  in  section  1531(3)).  Members  of  a 
SHCC  who  are  providers  of  health  care  shall  represent  the  classifi- 
cation of  providers  listed  in  section  1512 {h)  {3)  (C)  {ii)  and  of 
such  memiers  at  least  one  shall  he  a  person  engaged  in  the  admin- 
istration of  a  hospital. 

(D)  Where  two  or  more  hospitals  or  other  health  care  facilities 
of  the  Veterans'  Administration  are  located  in  a  State,  the  SHCC 
shall,  in  addition  to  the  appointed  members,  include,  as  an  ex 
officio  member,  an  individual  whom  the  Chief  Medical  Director  of 
the  Veterans'  Administration  shall  have  designated  as  a  represent- 
ative of  such  facilities. 

[(2)  The  SHCC  shall  select  from  among  its  members  a  chairman.] 

{2)  The  Governor  may  select.^  by  and  icith  the  advice  and  consent  of 
the  State  senate^  or^  in  the  case  of  a  State  with  a  unicameral  legislature^ 
of  the  State  legislature^  the  chairman  of  the  SHCC  from  among  the 
members  of  the  SHCC.  If  the  Governor  does  not  select  the  chairman., 
the  SHCC  shall  select  the  chairman  from  among  its  members. 

(3)  The  SHCC  shall  conduct  all  of  its  business  meetings  in  public, 
and  shall  meet  at  least  once  in  each  calendar  quarter  of  a  year. 

(c)  A  SHCC  shall  perform  the  following  functions: 

(1)  [Review]  Establish  a  uniform  format  for  HSP^s  and  re- 
view and  coordinate  at  least  biennally  the  HSP  and  i^eview  and 
coordinate  at  least  annually  the  AlPoi  each  health  systems  agency 
within  the  State  and  report  to  the  Secretary,  for  purposes  of  his 
review  under  section  1535  (c) ,  its  comments  on  such  HSP  and  AIP. 

(2)  (A)  Prepare  [and  review  and  revise  as  necessary  (but  at 
least  annually)],  revieio  at  least  biennially^  and  revise  as  necessary 
a  State  health  plan  which  shall  be  made  up  of  the  HSP's  of  the 
health  systems  agencies  within  the  State.  Such  plan  may,  as  found 
necessary  by  the  SHCC,  contain  revisions  of  such  HSP's  to  achieve 
their  appropriate  coordination  or  to  deal  more  effectively  with 
statewide  health  needs  as  determined  by  the  State  Agency  of  the 
State.  Each  health  systems  agency  which  participates  in  the 
SHCC  shall  make  available  to  the  SHCC  its  HSP  for  each  year 
for  integration  into  the  State  health  plan  and  shall,  as  required 
by  the  SHCC,  revise  its  HSP  to  achieve  appropriate  coordination 
with  the  HSP's  of  the  other  agencies  which  participate  in  the 
SHCC  or  to  deal  more  effectively  with  statewide  health  needs  as 
determined  by  the  State  Agency  of  the  State. 

(B)  In  the  preparation  and  revision  of  the  State  health  plan, 
the  SHCC  shall  review  and  consider  the  preliminary  State  health 
plan  submitted  by  the  State  [agency]  Agency  under  section 
1523(a)  (2),  and  shall  conduct  a  public  hearing  on  the  plan  as 
proposed  and  shall  give  interested  persons  an  opportunity  to  sub- 
mit their  views  orally  and  in  writing.  Xot  less  than  thirty  days 
prior  to  any  such  hearing,  the  SHCC  shall  publish  in  at  least  two 
newspapers  of  general  circulation  in  the  State  a  notice  of  its  con- 
sideration of  the  proposed  plan,  the  time  and  place  of  the  hearino-. 
the  place  at  which  interested  persons  may  consult  the  phm  in 
advance  of  the  hearings,  and  the  place  and  period  during  which  to 


160 


direct  written  comment  to  the  SHCC  on  the  plan.  //  in  preparing 
or  revising  the  State  health  plan  the  SHCC  does  not  taJce  an  action 
proposed  in  a  recommendation  submitted  under  section  1523 {a) 
(1)  (B),  the  SHCC  shall  when  publishing  such  plan  make  avail- 
able to  the  public  a  loHtten  statement  of  its  reasons  for  not  taking 
such  action. 

(C)  The  State  health  plan  or  any  revised  State  health  plan  ap- 
proved by  the  SHCC  shall  be  the  State  health  plan  for  the  State 
for  purposes  of  this  title  unless^  within  SO  days  from  the  date  the 
plan  was  approved^  the  Governor  of  the  State  disapproves  the 
plan.  The  State  health  plan  for  a  State  may  be  disapproved  by 
the  Governor  of  the  State  only  if  the  Go'vemor  determines  that 
the  plan  does  not  effectively  meet  the  statewide  health  needs  of  the 
State  as  determined  by  the  State  Agency  for  the  State.  In  disap- 
proving a  State  health  plan^  a  Governor  shall  make  public  a  de- 
tailed statement  of  the  basis  for  the  determination  that  the  plan 
does  not  meet  such  needs  and  shall  specify  the  changes  in  the  plan 
which  the  Governor  determines  are  needed  to  meet  such  needs. 
Subparagraph  {B)  does  not  apply  to  the  preparation  of  revisions 
of  a  State  health  plan  disapproved  by  a  Governor. 

(D)  In  carrying  out  its  functions  loith  respect  to  the  goals  and 
resources  requirements  for  mental  health  services  of  the  State 
health  plan.,  the  SHCC  may  establish  a  procedure  under  lohich 
persons  {acting  a^  or  as  part  of  an  advisory  group  or  subcom- 
mittee appointed  by  the  SHCC)  knowledgeable  about  mental 
health  services  {including  services  for  substance  abuse)  icill 
have  the  opportunity  to  make  recommendations  to  the  SHCC 
respecting  such  services. 

{E)  The  State  health  authority.,  the  State  mental  health  au- 
thority^ and  other  agencies  of  the  State  govemmient.,  designated 
by  the  Governor^  shall  carry  out  those  parts  of  the  State  health 
plan  which  relate  to  the  government  of  the  State. 

(3)  Review  annually  the  budget  of  each  such  health  systems 
agency  and  report  to  the  Secretary,  for  purposes  of  his  review 
under  section  1535(a),  its  comments  on  such  budget. 

(4)  Review  applications  submitted  by  such  health  systems 
agencies  for  grants  under  sections  1516  and  1640  and  report  to 
the  Secretary  its  comments  on  such  applications. 

(5)  Advise  the  State  Agency  of  the  State  generally  on  the  per- 
formance of  its  functions. 

(6)  Review  annually  and  [approve  or  disapprove]  recommend 
approval  or  disapproval  of  {A)  any  State  plan  and  any  applica-  i 
tion  (and  any  revision  of  a  State  plan  or  application)  submitted  ' 
to  the  Secretary  as  a  condition  to  the  receipt  of  any  funds  under 
allotments  made  to  States  under  this  Act,  the  Community  Mental 
Health  Centers  Act,  section  Jfi9  of  the  Drug  Abuse  Office  and 
Treatment  Act  of  1972^  or  the  Comprehensive  Alcohol  Abuse  and 
Alcoholism  Prevention,  Treatment,  and  Rehabilitation  Act  of 
1970,  and  {B)  any  application  {and  any  revision  of  an  applica- 
tion) submitted  to  the  Secretary  by  a  State  for  a  grant  or  contract 
under  any  provision  of  law  refen'^ed  to  in  clause  {A)  for  projects 
in  more  than  one  health  service  area  of  the  State.  Notwithstand- 
ing any  other  provision  of  this  Act  or  any  other  Act  referred  to 
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in  the  preceding  sentence,  the  Secretary  shall  allow  a  SHCC 
sixty  days  to  make  the  review  required  by  such  sentence.  [If  a 
SHCC  disapproves  such  a  State  plan  or  application,  the  Secre- 
tary may  not  make  Federal  funds  available  under  such  State  plan 
or  application  until  he  has  made,  upon  request  of  the  Governor  of 
the  State  which  submitted  such  plan  or  application  or  another 
agency  of  such  State,  a  review  of  the  SHCC  decision.]  //  a  SHCC 
recommmends  disapproval  of  such  a  plan  or  application^  the  Sec- 
retary^ after  making  a  finding  that  such  plan  or  application  is  not 
in  conformity  with  the  State  health  plan^  may  not  make  Federal 
funds  available  under  such  State  plan  or  application.  If  the  Secre- 
tary makes  such  a  finding,^  he  shall  notify  the  Governor  of  his 
finding  and  the  reasons  therefor  and  advise  him  that  he  has  30 
days  in  which  to  submit  a  revised  State  plan  or  application  that 
conforms  with  the  State  health  plan.  [If  after  such  review]  // 
after  revieiving  a  recommendation  of  a  SHCC  to  disapprove  such 
State  plan  or  application,  the  Secretary  decides  to  make  such 
funds  available,  the  decision  by  the  Secretary  to  make  such  funds 
available  shall  be  submitted  to  the  SHCC  and  shall  contain  a  de- 
tailed statement  of  the  reasons  for  the  decision. 
(d)  No  77iemher  of  any  SHCC  may,  m  the  exercise  of  any  function 
of  the  SHCC  described  in  subsection  {c)  (6),  vote  on  any  matter  be- 
fore the  SHCC  respecting  any  individual  or  entity  with  which  such 
member  has  any  substantial  oimershij?,  employment,  -fiduciary,  con- 
tractual, creditor,  or  consultative  relationship.  Each  SHCC  shall  re- 
quire each  of  its  members  who  has  or  has  hud  such  a  relationship  with 
an  individual  or  entity  involved  in  any  matter  before  the  SHCC  to 
make  a  written  disclosure  of  such  relationship  before  any  action  is 
taken  by  the  SHCC  with  respect  to  such  matter  in  the  exercise  of  any 
function  under  subsection  (c)  and  to  make  such  relationship  public 
in  any  meeting  in  ichich  such  action  is  to  be  taken. 

GRANTS  FOR  STATE  HEALTH  PLANNING  AND  DEVELOPMENT 

Sec.  1525.  (a)  The  Secretary  shall  make  gi^ants  to  State  health 
planning  and  development  agencies  designated  under  subsection  (b) 
(2)  or  (b)  (a)  of  section  1521  to  assist  them  in  meeting  the  costs  of  their 
operation.  [Any  grant  made  under  this  subsection  to  a  State  Agency 
shall  be  available  for  obligation  only  for  a  period  not  to  exceed  the  pe- 
riod for  which  its  designation  agreement  is  entered  into  or  renewed.] 
Funds  under  a  grant  which  remain  available  for  obligation  at  the  end 
of  the  fiscal  year  in  tvhich  the  grant  has  been  made  shall  remain,  avail- 
able for  obligation  in  the  succeeding  fiscal  year,  but  nv  funds  under 
any  grant  to  a  State  Agency  may  be  obligated  in  any  period  in  ivhich  a 
designation  agreement  is  not  in  effect  for  such  State  Agency.  The 
amount  of  any  grant  made  under  this  subsection  shall  be  determined 
by  the  Secretary,  except  that  no  grant  to  a  designated  State  Agency 
may  exceed  75  per  centum  of  its  operation  costs  (as  determined  under 
regulations  of  the  Secretary)  during  the  period  for  which  the  grant 
is  available  for  obligation. 

(b)  Grants  under  subsection  (a)  shall  be  made  on  such  terms  and 
conditions  as  the  Secretary  may  prescribe ;  except  that  the  Secretary 
may  not  make  a  grant  to  a  State  Agency  unless  he  receives  satis- 
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factory  assurances  that  the  State  Agency  will  expend  in  performing 
the  functions  prescribed  by  section  1523  during  the  fiscal  year  for 
which  the  grant  is  sought  an  amount  of  funds  from  non-Federal 
sources  which  is  at  least  as  great  as  the  average  amount  of  funds 
expended,  in  the  three  years  immediately  preceding  the  fiscal  year 
for  which  such  grant  is  sought,  by  the  State,  for  which  such  State 
Agency  has  been  designated,  for  the  purposes  for  which  funds  under 
such  grant  may  be  used  (excluding  expenditures  of  a  nonrecurring 
nature) . 

(c)  For  the  purpose  of  making  payments  under  grants  under  sub- 
section (a),  there  are  authorized  to  be  appropriated  $25,000,000  for 
the  fiscal  year  ending  June  30,  1975,  $30,000,000  for  the  fiscal  year 
ending  June  30,  1976,  [and]  $35,000,000  each  for  the  fiscal  years 
ending  September  30,  1977,  and  September  30,  1978,  $35,000^000  for 
the  fiscal  year  ending  Septemler  30,  1980,  $37,000^000  for  the  peal 
year  ending  September  30,  1981,  and  $39,000,000  for  the  fiscal  year 
ending  Septemher  30,  1982, 

GRANTS  FOR  RATE  REGULATION 

Sec.  1526.  (a)  For  the  purpose  of  demonstrating  the  effectiveness 
of  Sttae  Agencies  regulating  rates  for  the  provision  of  health  care,  the 
Secretary  may  make  grants  to  a  State  Agency  designated,  under  an 
agreement  entered  into  under  section  1521(b)  (3),  for  a  State  which 
(in  accordance  with  regulations  prescribed  by  the  Secretary)  has  in- 
dicated an  intent  to  regulate  [(not  later  than  six  months  after  the 
date  of  the  enactment  of  this  title)]  rates  for  the  provision  of  health 
care  within  the  State  or  to  any  other  entity  of  the  government  of  a  State 
lohich  has  so  indicated  an  intent  to  regulate  such  rates.  [Not  more  than 
six  State  Agencies  may  receive  grants  under  this  subsection.] 

(t>)  (1)  [A  State  Agency]  An  entity  which  receives  a  grant  under 
subsection  (a)  shall — 

(A)  provide  the  Secretary  satisfactory  evidence  that  the  [State 
Agency]  entity  has  under  State  law  the  authority  to  carry  out 
rate  regulation  functions  in  accordance  with  this  section  and 
provide  the  Secretary  a  current  budget  for  the  performance  of 
such  functions  by  it ; 

(B)  set  forth  in  such  detail  as  the  Secretary  may  prescribe  the 
qualifications  for  personnel  having  responsibility  in  the  perform- 
ance of  such  functions,  and  shall  have  a  professional  staff  for 
rate  regulation,  which  staff  shall  be  headed  by  a  Director ; 

(C)  provide  for  such  methods  of  administration  as  found  by 
the  Secretary  to  be  necessary  for  the  proper  and  efficient  admin- 
istration of  such  functions ; 

(D)  ^/  it  is  a  State  Aqency,  perform  its  functions  in  accordance 
with  procedures  established  and  published  by  it,  which  proce- 
dures shall  conform  to  the  requirements  of  section  1532 ; 

(E)  if  it  is  a  State  Agency,  comply  with  the  requirements  pre- 
scribed by  paragraphs  (6)  through  (12)  of  section  1522(b)  with 
respect  to  the  functions  prescribed  by  subsection  (a)  ; 

(F)  provide  for  the  establishment  of  a  procedure  under  which 
the  [State  Agency]  entity  will  obtain  the  recommendation  of  the 
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appropriate  health  systems  agency  prior  to  conducting  a  review 
of  the  rates  charged  or  proposed  to  be  charged  for  services ;  and 
(G)   meet  such  other  requirements  as  the  Secretary  may 
prescribe. 

//  an  entity  ivhich  is  twt  a  State  Agency  receives  a  grant  under  sub- 
section (a),  such  entity  shall  coordinate  its  activities  under  the  grant 
loith  the  State  Agency  for  the  State  in  which  such  entity  is  located^ 
share  with  the  State  Agency  data  obtained  from  such  activities^  and 
for  jmrposes  of  such  activities ^  develop  with  the  State  Agency  criteria 
for  the  review  of  hospital  services^  equipment^  and  facilities  which 
guidelines  are  not  in  conflict  with  cHteria  adopted  hy  the  State 
Agency. 

(2)  In  prescribing  requirements  under  paragraph  (1)  of  this  sub- 
section, the  Secretary  shall  consider  the  manner  in  which  [a  State 
Agency]  an  entity  shall  perform  its  functions  under  a  grant  under 
subsection  (a) ,  including  whether  the  [State  Agency]  entity  should — 

(A)  permit  those  engaged  in  the  delivery  of  health  services  to 
retain  savings  accruing  to  them  from  elective  management  and 
cost  control, 

(B)  create  incentives  at  each  point  in  the  delivery  of  health 
services  for  utilization  of  the  most  economical  modes  of  services 
feasible, 

(C)  document  the  need  for  and  cost  implications  of  each  new 
service  for  which  a  determination  of  reimbursement  rates  is 
sought,  and 

(D)  employ  for  each  type  or  class  of  person  engaged  in  the 
delivery  of  health  services — 

(i)  a  unit  for  determining  the  reimbursement  rates,  and 

(ii)  a  base  for  determining  rates  of  change  in  the  reim- 
bursement rates, 

which  unit  and  base  are  satisfactory  to  the  Secretary. 

(c)  Grants  under  subsection  (a)  shall  be  made  on  such  terms  and 
conditions  as  the  Secretary  may  prescribe,  except  that  [(1)  such  a 
grant  shall  be  available  for  obligation  only  during  the  one-year  period 
beginning  on  the  date  such  grant  was  made,  and  (2)]  no  [State 
AgQYicy'\entity  may  receive  more  than  three  grants  under  subsection 
(a).  Funds  under  a  grant  which  remain  available  for  obligation  at  the 
end  of  the  fiscal  year  in  which  the  grant  has  been  made  shall  remain 
available  for  obligation  in  the  succeeding  flscal  year^  but  no  funds 
under  any  grant  to  a  State  Agency  may  be  obligated  in  any  period  in 
tohich  a  designation  agreement  is  not  in  effect  for  such  State  Agency. 

(d)  Each  [State  Agency]  entity  which  receives  a  grant  under  sub- 
section (a)  shall  report  to  the  Secretary  (in  such  form  and  manner  as 
he  shall  prescribe)  on  the  effectiveness  of  the  rate  regulation  program 
assisted  by  such  grant.  The  Secretary  shall  report  annually  to  the 
Congress  on  the  effectiveness  of  the  programs  assisted  by  the  grants 
authorized  by  subsection  (a). 

(e)  There  are  authorized  to  be  appropriated  to  make  payments 
under  grants  under  subsection  (a) ,  $4,000,000  for  the  fiscal  year  endnig 
June  30,  1975,  $5,000,000  for  the  fiscal  year  ending  June  30,  1976, 
[and]  $6,000,000  each  for  the  fiscal  years  ending  September  30,  1977, 
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and  September  3,  1978,  SGfiOOpOO  for  the  fiscal  year  ending  Septem- 
her  30, 1980,  $7,000,000  for  the  fiscal  year  ending  September  30, 1981, 
and  $8.000 WO  for  the  fiscal  year  ending  September  30, 1982. 

certificate  of  need  program 

Sec.  1527.  (a)  The  certificate  of  need  program  required  by  section 
1523 {a)  {Jf)  (B)  shall,  in  accordance  with  this  section,  provide  for  the 
following  : 

(1)  Revieio  and  determination  of  need  under  such  program 
for — 

{A)  major  medical  equipment  and  institutional  health 
services,  and 

(B)  capital  expenditures, 
.:     shall  be  made  before  the  time  such  equipment  is  acquired,  such 
services  are  offered,  substantial  expenditures  are  undertaTten  in 
preparation  for  such  offering,  or  capital  expenditures  are 
obligated. 

(2)  The  acquisition  and  offering  of  only  such  equipment  and 
services  as  may  be  found  by  the  State  Agency  to  be  needed;  and 
the  obligation  of  only  those  capital  expenditures  found  to  be 
needed  by  the  State  Agency. 

{3)  An  application  for  a  certificate  of  need  for  an  institutional 
health  service,  medical  equipment,  or  capital  expenditure  shall 
specify  the  time  the  applicant  will  require  to  make  such  service 
or  equipment  available  or  to  obligate  such  expenditure  and  a  time- 
table for  making  such  service  or  equipment  available  or  obligat- 
ing such  expenditure.  After  the  issuance  of  a  certificate  of  need, 
the  State  Agency  shall  review  the  progress  of  the  holder  of  the 
certificate  in  meeting  the  timetable  specified  in  the  approved  ap- 
plication for  the  certificate.  If  on  the  basis  of  such  a  review  the 
State  Agency  determines  that  the  holder  of  a  certificate  is  not 
meeting  such  timetable  and  is  not  mxiking  a  good  faith  effort  to 
meet  it,  the  State  Agency  may,  after  considering  any  recommenda- 
tion made  by  the  health  systems  agency  lohich  received  a  report 
from  the  State  Agency  on  such  revieio,  withdraw  the  certificate. 

(4)  In  issuing  a  certificate  of  need,  the  State  shall  specify  in  the 
certificate  the  maximum  amount  of  capital  expenditures  which 
may  be  obligated  under  such  certificate.  The  program  shall,  in  ac- 
cordance with  regulations  promulgated  by  the  Secretary,  pre- 
scribe the  extent  to  which  a  project  authorized  by  a  certificate  of 
need  shall  be  subject  to  further  review  if  the  amount  of  capital 
expenditures  obligated  or  expected  to  be  obligated  for  the  project 
exceed  the  maximum  specified  in  the  certificate  of  need. 

{5)  The  program  shall  provide  that  each  decision  of  the  State 
Agency  not  to  issue  a  certificate  of  need  shall,  upon  request  of  the 
person  who  applied  for  such  certificate,  be  reviewed  under  an  ap- 
peals mechanism  consistent  loith  State  law  governing  the  practices 
and  procedures  of  administrative  agencies  or,  if  there  is  no  such 
State  laio,  by  an  entity  {other  than  the  State  Agency)  designated 
by  the  Governor. 

(6)  The  program  shall  provide  that  each  decision  of  the  State 
Agency  to  issue  a  certificate  of  need  {A)  shall  not  be  inconsistent 
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with  the  State  health  plan  in  effect  for  such  State  under  section 
152If{c) ,  and  (B)  shall  he  issued  by  the  State  Agency  solely  on  the 
hasis  of  the  record  established  in  administrative  proceedings  held 
loith  respect  to  the  application  for  such  certificate. 

(7)  The  program  may  permit  reviews  of  applications  for  cer- 
tificates of  need  to  be  conducted  in  such  a  manner  that  (J.)  com- 
parisons of  applications  for  such  certificates  may  be  made^  and 
(B)  priorities  for  approval  of  such  applications  may  be  estab- 
lished. 

(8)  (A)  (i)  Section  1532 {b)  {2)  does  not  apply  to  review  by  a 
State  Agency  of  an  application  for  a  certificate  of  need.  Except 
as  provided  in  clauses  (ii)  and  (iii)^  such  a  review  shall  be  com- 
pleted before  the  expiration  of  the  ninety-day  period  beginning 
on  the  date  the  State  Agency  provides  the  notice  required  by  sec- 
tion 1532 {b)  (1).  If  a  letter  of  findings  of  noncompliance  with  the 
requirements  of  title  VI  of  the  Civil  Rights  Act  of  196Jp  has  been 
issued  by  the  Secretary  to  an  applicant  for  a  certificate  of  need., 
the  State  Agency  may  defer  providing  the  notice  required  by  sec- 
tion 1532 {b){l)  until— 

"(/)  the  Secretary  has  issued  to  the  applicant  a  letter  of 
findings  of  compliance  loith  such  requirements^  or 

''(II)  in  the  administrative  process  begun  by  the  issuance 
by  the  Secretary  of  a  notice  of  deferral  of  Federal  financial 
assistance  a  final  decision  of  compliance  with  such  require- 
ments has  been  made  or  upon  judicial  review  of  a  decision 
made  in  such  administrative  process  a  final  decision  of  com- 
pliance 'with  such  requirements  has  been  made^ 
whichever  occurs  first.  If  after  a  review  of  an  application  for  a 
certificate  of  need  has  begun  a  letter  of  findings  of  noncompliance 
with  the  requirements  of  such  title  VI  is  issued  to  the  applicant 
by  the  Secretary^  the  State  Agency  ma,y  suspend  review  of  the 
application  during  the  period  beginning  on  the  date  such  letter 
is  issued  and  ending  on  the  date  lohichever  of  the  actions  referred 
to  in  subclause  (/)  or  {II)  occurs  and  any  period  during  ivhich 
such  review  is  so  suspended  shall  not  be  counted  in  determining 
if  the  review  has  been  completed  within  the  time  penod  prescribed 
by  this  subparagraph. 

{ii)  A  review  under  paragraph  {7)  {A)  of  tioo  or  more  appli- 
cations for  certificates  of  need  shall  be  completed  before  the  ex-^ 
piration  of  the  ninety-day  period  prescribed  by  clause  {i)  or^  if 
State  law  prescribes  a  longer  period  for  revieios  under  that  para- 
graph^ before  the  expiration  of  such  longer  period.  If  a  request  is 
made  to  the  State  Agency  for  a  hearing  under  section  1532 {b)  {8) 
on  an  application^  the  review  of  the  application  shallbe  completed 
before  the  expiration  of  the  ninety-day  period  prescribed  by^  clause 
{i)  or^  if  State  law  prescribes  a  longer  period  for  revietos  involv- 
ing such  a  hearing,  before  the  expiration  of  such  longer  period. 

{Hi)  If  an  applicant  and  the  State  Agency  agree  to  a  period 
of  review  of  the  applicants  application  lohich  is  longer  than  the 
period  prescribed  by  clause  {i)  or  {ii),  the  review  of  the  applica- 
tion shall  be  completed  not  later  than  the  expiration  of  such  longer 
period. 
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{B)  Notwithstanding  the  requirements  of  section  1523(a)  (4) 
and  this  section  respecting  State  Agency  determination  of  need^  if 
a  State  Agency  fails  to  com,j)lete  its  review  of  an  application  for 
a  certificate  of  need  in  the  applicable  time  prescribed  by  subpara- 
graph (J.),  the  application  shall  be  considered  approved  arid  the 
State  Agency  shall  issue  the  certificate, 
(b)  (1)  Under  the  program  a  certificate  of  need  shall  not  be  required 
for  the  offering  of  an  institutional  health  service^  the  acquisition  of 
major  medical  equipment^  or  the  obligation  of  a  capital  expenditure 
by— 

{A)  a  health  maintenance  organization  or  any  other  provider 
of  health  services  which  organization  or  other  provider  provides 
or  otherwise  makes  availahle  ambulatory  and  inpatient  health 
services  on  a,  prepaid  basis  to  individuals  enrolled  with  the  pro- 
vider to  receive  such  services  on  such  basis  if  at  least  76  per  centum 
of  the  patients  who  receive  the  institutional  health  service  or  the 
health  service  provided  with  such  equipment  or  through  such 
expenditure  are  individuals  loho  are  so  enrolled;  or 

(B)  any  other  provider  of  health  services  if  the  provider  has 
entered  into  agreements  with  one  or  more  providers  of  health 
services  described  in  subparagraph  {A)  under  which  agree- 
ments— 

{i)  the  institutional  health  service  or  the  health  service 
provided  with  such  equipment  or  through  sueh  expenditure 
will  be  made  available  to  individuals  enrolled  with  such 
providers  to  receive  ambulatory  and  inpatient  health  services 
on  a  prepaid  basis^  and 

(ii)  at  least  75  pbr  centum  of  the  annual  revenues  from 
such  service,  equipment,  or  expenditure  will  be  provided  by 
such  providers  under  such  agreements. 
(2)  (A)  (i)  Each  provider  of  health  services  which  is  exempt  under 
paragraph ^  (1)  from  obtaining  a  certificate  of  need  for  the  offering 
of  an  institutional  health  service,  the  acquisition  of  major  medical 
equipment,  or  the  obligation  of  a  capital  expenditure  shall,  at  least 
thirty  days  before  contractual  arrangements  are  entered  into  to  offer 
such  service,  acquire  such  equipment,  or  obligate  such  expenditure, 
provide  the  health  systems  agency  designated  for  the  health  service 
area  in  which  the  such  service  tvill  be  offered,  equipment  used,  or  ex- 
penditure obligated  and  the  State  Agency  for  the  State  in  which  such 
activity  will  occur  the  notice  described  in  clause  (ii) . 

(ii)  The  notice  required  by  clause  (^)  shall  (/)  describe  the  service 
which  will  be  offered,  the  equipment  which  will  be  acquired,  or  the  pur- 
poses for  which  the  capital  expenditure  will  be  obligated,  {II)  in  the 
case  of  a  provider  of  health  services  who  is  exempt  under  subpara- 
graph {A)  of  paragraph  (1),  the  basis  for  the  provider's  determina- 
tion that  of  the  patients  who  will  receive  the  institutional  health  serv- 
ice or  the  service  to  be  provided  with  such  equipment  or  through  such 
expenditure^  at  Uast  75  per  centum  will  be  enrollees  of  the  providers, 
and  (III)  m  the  case  of  a  provider  of  health  services  who  is  exempt 
under  subparagraph  (B)  of  paragraph  (1),  the  terms  of  each  agree- 
ment described  in  such  subparagraph  which  the  provider  has  en- 
tered into  and  the  basis  for  the  provider's  determimation  that  at  least 
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75  fer  centum  of  the  revenues  from  the  service^  equij/ment^  or  expendi- 
ture will  he  provided  under  such  agreements. 

(B)  If  a  pr-ovider  of  health  services  makes  the  offering^  acquisition^ 
or  obligation  described  in  the  notice  submitted  by  the  provider  under 
subparagraph  (^) ,  then  not  later  than  f.fteen  months  after  the  daie  of 
such  offering,  acquisition,  or  obligation  and  annually  thereafter ^  such 
provider  of  health  services  shall  report,  icith  respect  to  each  year  be- 
ginning on  and  after  such  date,  to  the  health  systems  agency  omd  the 
State  Agency  which  received  the  'notice  under  subparagraph  {A)  — 

(i)  if  the  provider  is  exempt  uruLer  paragraph  (i)  (^)  from 
obtaining  a.  certificate  of  need  for  such  offering,  acquisition^  or 
expenditure,  the  percentage  of  the  patients  receiving  in  the  year 
reported  on  the  services  resulting  from  such  offering^  acquisition^ 
or  expenditure  who  loere  enrolled  with  the  provider  to  receive 
ambulator-y  and  inpatient  health  services  on  a  prepaid  basis,  or 

(ii)  if  the  provider  is  exempt  under  paragraph  (1)  (B)  from 
obt-aining  a  certificate  of  need  for  such  offering,  acquisition,  or 
expenditure,  the  revenues  received  in  the  year  reported  on  under 
the  agreements  described  in  su-ch  paragraph  from  the  service 
offered,  equipment  acquired,  or  expenditure  obligated. 

{3)  If  on  the  basis  of  a  report  filed  by  a  provider  of  health  services 
under  paragraph  {2)  {B)  a  State  Agen^^y  determines — 

{A)  in  the  case  of  a  report  filed  by  a  provider  under  clause  (i) 
of  such  paragraph,  that  in  the  year  reported  on  less  than  75  per 
centum  of  the  patients  v:ho  received  the  services  ivith  respect  to 
which  the  report  teas  made  icere  enrolled  with  the  provider  to 
receive  ambulatory  and  inpatient  health  services  on  a  prepaid 
basis,  or 

(B)  in  the  case  of  a  repart  filed  by  a.  provider  under  clause  (ii) 
of  such  paragraph,  that  in  the  year  reported  on  the  percent  of 
revenues  received  under  agreements  described  in  subpara.graph 
[A)  from  the  service,  equipment,  or  expenditure  vnth  respect  to 
which  the  report  v:as  filed  icas  less  than  75  per  centum  of  the 
total  revenues  received  in  such  period  from-  such  equipment,  serv- 
ice, or  expenditure, 
the  State  Agency  shall  notify  in  meriting  the  provider  of  such  deter- 
mination, and  such  provider  shall  not  be  permitted  to  use,  after  sixty 
days  a.fter  the  receipt  of  such  ^-notice,  such  service,  equipment,  or  ex- 
penditure in  the  provision  of  health  services  to  other  than  individuals 
enrolled  vAth  a  provider  of  ambulatory  and  inpatient  health  services 
to  receive  health  services  on  a  prepaid  basis. 

{If,)  If  under  paragraph  (3)  a  provider  of  health  ser-vices  is  not 
permitted  to  use  a  service,  equipment,  or  expenditure  to  provide  serv- 
ices to  other  than  individuals  enrolled  ivith  a  provider  of  amhulatoiy 
and  inpatient  health  services  to  receive  health  services  on  a  prepaid 
basis — 

(A)  the  provider  shall  make  such  annual  reports  to  the  State 
Agency  involved  as  it  may  require  to  assure  that  the  requirement 
of  paragraph  (3)  is  being  met;  and 
'  (B)  the  State  Agency  involved  shall— 

(i)  notify  the  Secretary  that  the  provider  is  prohibited 
from  using  such  service,  equipment,  or  expenditure  to  pro- 
vide services  to  individuals  who  are  entitled  to  insurance 
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henefits  under  title  XVIII  of  the  Social  Security  Act  and 
for  tvhom  the  provider  would  otherwise  receive  reimburse- 
ment uofider  section  1816  of  such  Act  for  the  provision  of 
such  services,  and 

(ii)  notify  the  State  agency  responsible  for  administering 
the  State  plan  approved  under  title  XIX  of  such  Act  that 
the  provider  is  prohibited  from  using  such  service,  equip- 
ment, or  expenditure  to  provide  services  to  individuals  who 
are  entitled  to  medical  assistance  under  such  plan  and  for 
whom  the  provider  would  otherwise  receive  reimbursement 
under  the  provision  of  the  plan  required  by  section  1902 
(a)  {13)  (D)  sueh  Act  for  the  provision  of  such  services. 

(5)  If  on  the  bams  of  a  report  filed  under  paragraph  (Ji){A)  the 
State  Agency  determines  that  the  provider  of  health  services  is  with 
respect  to  the  service,  equipment,  or  expenditure  reported  on  meeting 
the  requirements  of  paragraph  (1),  the  State  Agency  shall  notify 
the  provider  of  the  determination,  and  the  requirement  of  paragraph 
(S)  shall  not  apply  to  the  provider.  Such  provider  shall  with  respect 
to  such  service,  equipment,  or  expenditure  make  the  reports  required 
by  paragraph  {2){B),  The  first  such  report  shall  be  due  not  later 
than  fifteen  months  after  the  date  of  the  receipt  of  the  notice  under 
this  paragraph  and  shall  apply  with  respect  to  the  year  beginning 
on  that  date.  The  State  Agency  shall  also  notify  the  Secretary  arid 
the  State  Agency  notified  under  paragraph  (4)  (B)  of  the  detemdna- 
tion  made  under  this  paragraph, 

(6)  For  purposes  of  this  subsection,  a  provider  provides  ambula- 
tory and  inpatient  health  services  on  a  prepaid  basis  to  individuals 
enrolled  with  the  provider  to  receive  such  services  on  such  basis  if 
the  provider  is  compensated  {except  for  copayments)  for  the  provi- 
sion of  such  services  by  a  payment  which  is  paid  on  a  periodic  bams 
without  regard  to  the  date  the  health  services  are  provided  and  which 
is  fixed  without  regard  to  the  frequency,  extent,  or  kind  of  health 
service  actually  furnished. 

{7)  The  certificate  of  need  program  may  apply  to  a  health  main- 
tenance organization  only  to  the  extent  that  it  is  not  exempt  under 
paragraph  {1)  {A)  and  then  only  to  the  acquisition  of  major  medical 
equipment,  the  offering  of  institutional  health  services,  and  the  obli- 
gation of  capital  expenditures. 

{c)  Notwithstanding  section  1532 {c),  when  an  application  is  made 
by  am,  osteopathic  or  allopathic  facility  for  a  certificate  of  need  to 
construct,  expand,  modernize,  acquire  major  medical  equipment^  or  add 
services,  the  need  for  that  construction,  expansion^  modernization, 
acquisition  of  equipment,  or  addition  of  services  shall  be  considered  on 
the  basis  of  the  need  for  and  the  availability  in  the  community  of 
services  and  facilities  for  osteopathic  and  allopathic  physicians  and 
their  patients.  The  State  Agency  shall  consider  the  application  in 
terms  of  its  impact  on  existing  and  vroposed  institutional  training 
programs  for  doctors  of  osteopathy  and  medicine  at  the  student,  intern- 
shiv^  and  residency  training  levels. 

{d)  Notwithstanding  section  1632 {c)^  an  application  for  a  certifi- 
cate of  need  for  a  capital  expenditure  which  is  required — 

{1)  to  eliminate  or  prevent  imminent  safety  hazards  as  de- 
fined by  Federal,  State,  or  local  fire,  building,  or  life  safety  codes 
or  regulations. 
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(2)  to  comply  icith  State  licensure  standards^  or 
{3)  to  comply  with  accreditation  standards  compliance  with 
ichich  is  required  to  receive  reimbursements  under  title  XVIII  of 
the  Social  Security  Act  of  payments  under  a  State  plan  for  medi- 
cal assistance  approved  wider  title  XIX  of  such  Act, 
shcdl  he  approved,  but  only  to  the  extent  that  the  capital  expenditure 
is  required  to  eliminate  or  prevent  such  hazards  or  to  comply  with 
such  standards, 

(e)  {!)  Under  the  program  a  certificate  of  need  shall  be  required  for 
the  acquisition  of  major  medical  equipment  ivhich  will  not  be  owned 
by  or  located  in  a  health  care  facility  if — 

{A)  the  notice  required  by  paragraph  {2)  is  not  filed  in  accord- 
ance with  that  paragraph  with  respect  to  such  acquisition,  or 

(B)  the  State  Agency  finds,  within  thirty  days  after  the  date 
it  receives  a  notice  in  accordance  with  that  paragraph  {2)  with 
respect  to  such  acquisition,  that  the  equipment  will  be  used  to 
provide  services  for  inpatients  of  a  hospital. 
(2)  Before  any  person  enters  into  a  contractual  arrangement  to  ac- 
quire major  medical  equipment  ivhich  will  not  be  owned  by  or  located 
in  a  health  care  facility,  such  person  shall  notify  the  State  Agency 
of  the  State  in  which  such  equipment  ivill  be  located  of  such  person^ s 
intent  to  acquire  such  equipment.  Such  notice  shall  be  made  in  writing 
and  shall  be  made  at  least  thirty  days  before  contractual  arrangements 
are  entered  into  to  acquire  the  equipment  with  respect  to  which  the 
notice  is  given. 

(/)  In  granting  certificates  of  need  under  such  a  program,  a 
State  Agency  shall  take  into  account  recommendations  made  by 
health  systems  agencies  within  the  State  under  section  1513  {f). 

GRANTS  TO  STATES  FOR  REDUCTIOy  OF  EXCESS  HOSPITAL  CAPACITY 

Sec.  1528.  (a)  For  the  purpose  of  demonstrating  the  effectiveness  of 
various  means  for  reducing  excesses  in  resources  aiid  facilities  of  hos- 
pitals {referred  to  in  this  section  as  '^excess  hospital  capacity'^),  'the 
Sec^retary  may  maJce  grants  to  State  Agencies  designated  under  section 
1521  (b)  (3)  to  assist  such  A gencies  in — 

(1)  identifying  (by  geographic  region  or  by  health  service) 
excess  hospital  capacity, 

(2)  developing  programs  to  inform  the  public  of  the  costs  asso- 
ciated vnth  excess  hospital  capacity, 

(3)  developing  programs  to  reduce  excess  hospital  capacity  in 
a  manner  which  will  produce  the  greatest  savings  in  the  cost  of 
health  care  delivery, 

{Ji)  developing  means  to  overcome  barriers  to  the  reduction  of 
excess  hospital  capacity,  and 

(5)  any  other  activity  related  to  the  reductimi  of  excess  hospital 
capacity. 

(h)  Grants  under  subsection  (a)  shall  be  made  on  such  teirnis  and 
conditions  as  the  Secretary  may  prescribe.  The  Secretary  shall  report 
annually  to  the  Congress  on  the  activities  assisted  with  grants  under 
subsection  (a). 

(c)  There  are  authorized  to  be  appropriated  to  ma'ke  payments  under 
grants  under  subsection  {a)  $1^,000,000  for  the  fiscal  year  ending  Sep- 
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tember  30^  1980  $iP00p00  for  the  fiscal  year  ending  September  30^ 
1981,  and  $1^,000,000  for  the  fiscal  year  ending  September  30, 1982. 

Part  D — General  Provisions 

definitions 

Sec.  1531.  [For  purposes  of  this  title]  Except  as  otherwise  pro- 
vided, for  purposes  of  this  title : 

(1)  The  term  ''State"  includes  the  District  of  Columbia  [and  the 
Commonwealth  of  Puerto  Eico.]. 

(2)  The  term  "Governor"  means  the  chief  executive  officer  of  a 
State  or  his  designee. 

(3)  The  term  "provider  of  health  care"  means  an  individual — 
(A)  who  is  a  direct  provider  of  health  care  (including  a  physi- 
cian, dentist,  nurse,  podiatrist,  optometrist,  [orj  physician 
assistant,  or  ancillary  personnel  employed  under  the  supervision 
of  a  physician)  in  that  the  individual's  primary  current  activity 
is  the  provision  of  health  care  to  individuals  or  the  administration 
of  facilities  or  institutions  (including  hospitals,  long-term  care 
facilities,  rehabilitation  facilities,  substance  abuse  treatment  fa- 
cilities, outpatient  facilities,  and  health  maintenance  organiza- 
tions) in  which  such  care  is  provided  and,  when  required  by  State 
law,  the  individual  has  received  professional  training  in  the  pro- 
vision of  such  care  or  in  such  administration  and  is  licensed  or 
certified  for  such  provision  or  administration ;  [or] 

[(B)  who  is  an  indirect  provider  of  health  care  in  that  the 
individual — 

[(i)  holds  a  fiduciary  position  with,  or  has  a  fiduciary  interest 
in,  any  entity  described  in  subclause  (II)  or  (IV)  of  clause  (ii) ; 

[(ii)  receives  (either  directly  or  through  his  spouse)  more  than 
one-tenth  of  his  gross  annual  income  from  any  one  or  combination 
of  the  following : 

[(I)  Fees  or  other  compensation  for  research  into  or  in- 
struction in  the  provision  of  health  care. 

[(II)  Entities  engaged  in  the  provision  of  health  care  or 
in  such  research  or  instruction. 

[(Ill)  Producing  or  supplying  drugs  or  other  articles  for 
individuals  or  entities  for  use  in  the  provision  of  or  in  re- 
search into  or  instruction  in  the  provision  of  health  care. 

[(IV)  Entities  engaged  in  producing  drugs  or  such  other 
articles. 

[(iii)  is  a  member  of  the  immediate  family  of  an  individual 
described  in  subparagraph  (A)  or  in  clause  (i),  (ii),  or  (iv)  of 
subparagraph  (B)  ;  or 

[(iv)  is  engaged  in  issuing  any  policy  or  contract  of  individual 
or  group  health  insurance  or  hospital  or  medical  service  benefits.] 

{B)  who  holds  a  fiduciary  position  with,  or  has  a  fiduciary  in- 
terest in,  any  entity  described  in  clause  (ii)  or  (iv)  of  subpara- 
graph (O)  other  than  an  entity  described  in  such  clause  which  is 
also  an  entity  described  in  section  501(c)(3)  of  the  Internal 
Revenue  Code  of  195^  and  which  does  not  have  as  its  primary 
purpose  the  delivery  of  health  care,  the  conduct  of  research,  the 
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conduct  of  instruction  for  health  professionals^  or  the  production 
of  drugs  or  articles  described  in  clause  {Hi)  of  subparagraph  (67)  ; 

{€)  who  receives  {either  directly  or  through  his  spouse)  more 
than  one-third  of  his  gross  annual  income  from  any  one  or  com- 
hination  of — 

(^)  fees  or  other  compensation  for  research  into  or  instruc- 
tion in  the  provision  of  health  care, 

{ii)  entities  engaged  in  the  provision  of  health  care  or  in 
research  or  instruction  in  the  provision  of  health  care, 

{Hi)  producing  or  supplying  drugs  or  other  articles  for 
individiuils*  or  entities  for  u^e  in  the  provision  of  or  in  re- 
search into  or  instruction  in  the  provision  of  health  care,  or 

{iv)  entities  engaged  in  producing  drugs  or  such  other 
articles; 

{D)  who  is  the  spouse  of  an  individual  described  in  subpara- 
graph {A),  {B),or  {C) ;  or 

{E)  who  is  engaged  in  issuing  any  policy  or  contract  of  indi- 
vidual or  group  health  insurance  or  hospital  or  medical  service 
benefits. 

(4)  The  term  ''health  resources''  includes  health  services,  health 
professions  personnel,  and  health  facilities,  except  that  such  term  does 
not  include  Christian  Science  sanitoriums  operated,  or  listed  and  certi- 
fied, by  the  First  Church  of  Christ,  Scientist,  Boston,  Massachusetts. 

(5)  The  term  "institutional  health  services"  means  the  health  serv- 
ices provided  thorough  health  care  facilities  [and  health  maintenance 
organizations  (as  such  facilities  and  organizations]  {as  such  facilities 
are  defined  in  regulations  prescribed  under  section  1122  of  the  Social 
Security  Act)  and  rehahilitation  facilities  and  includes  the  entities 
through  which  such  services  are  provided. 

{6)  For  purposes  of  sections  1523  and  1527,  the  term  '''capital  ex- 
penditure^^ means  an  expenditure — 

{A)  made  by  or  on  behalf  of  a  health  care  facility  {as  such 
facilities  are  defined  in  regulations  prescribed  under  section  1122 
of  the  Social  Security  Act)  and 

{B)  {i)  which  (/)  under  generally  accepted  accounting  prin- 
ciplies  is  not  properly  chargeable  as  an  expense  of  operation  and 
maintenance,  or  {II)  is  made  to  obtain  by  lease  or ^  comparable 
arrangement  any  facility  or  part  thereof  or  any  equipment  for  a 
facility  or  part;  and 

{ii)  which  (/)  exceeds  the  expendture  minimum,  {II)  sub- 
stantially changes  the  bed  capacity  of  the  facility  with  respect  to 
which  the  expenditure  is  made,  or  {III)  substantially  changes 
the  services  of  such  facility. 
Such  term  does  not  include  an  expenditure  to  obtain  {either  by  pur- 
chase or  under  lease  or  comparable  arrangement)  an  existing  health 
care  facility  the  services  or  bed  capacity  of  which  is  not  changed  in 
being  so  obtained.  For  purposes  of  subparagraph  (B)  {ii)  {I),  the  cost 
of  any  studies,  surveys,  designs,' plans,  ivorking  drawings,  specifica- 
tions, and  other  activities  essential  to  the  acquisition,  improvement ,  ex- 
pansion, or  replacement  of  any  plant  or  equipment  ivith  respect  to 
which  an  expenditure  described  in  subparagraph  {B)  {i)  is  made  shall 
be  included  in  determining  if  such  expenditure  exceeds  the  expendi- 
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ture  minimum.  Donations  of  equipment  or  facilities  to  a  health  care 
facility  xohich  is  acquired  directly  hy  such  facility  would  he  subject  to 
review  under  section  1527  shall  he  considered  capital  expenditures  for 
purposes  of  section  1523  and  1527^  and  a  transfer  of  equipment  or  fa- 
cilities for  less  than  fair  market  value  shall  he  considered  a  capital 
expenditure  for  purposes  of  such  sections  if  a  transfer  of  the  equip- 
ment or  facilities  at  fair  market  value  would  he  suhject  to  revieiv 
under  section  1527. 

(7)  For  purposes  of  sections  1523  and  1527^  the  term  ''^major  medical 
equipment''  means  medical  equipment  which  is  used  for  the  provision 
of  medical  and  other  health  services  and  which  costs  in  excess  of  the 
expenditure  minimum^  except  that  such  term  does  not  include  medical 
equipment  acquired  hy  or  on  hehalf  of  a  clinical  laboratory  to  provide 
clincial  laboratory  services  if  the  clinical  laboratory  is  independent  of 
a  physician's  office  and  a  hospital  and  it  has  been  determined  under 
title  XVIII  of  the  Social  Security  Act  to  meet  the  requirements  of 
paragraphs  {10)  and  (11)  of  section  1861  (s)  of  such  Act. 

(8)  For  purposes  of  paragraphs  (6)  and  (7) ,  the  term  "expenditure 
minimum''''  means  {A)  $150fi00  for  the  twelve-month  period  beginning 
with  the  month  in  which  this  paragraph  is  enacted^  and  (B)  for  each 
twelve-month  period  thereafter.,  $150fl00  or.,  if  different^  the  fgure  in 
effect  for  the  preceding  twelve-month  period^  adjusted  to  reflet  the 
change  in  the  preceding  twelve-month  period  in  the  composite  con- 
struction cost  index  maintained  by  the  Department  of  Commerce. 

(9)  The  term  "rehabilitation  facility''''  means  an  inpatient  facility 
%ohich  is  operated  for  the  primary  purpose  of  assisting  in  the  rehabili- 
tation of  disabled  persons  through  an  integrated  program  of  medical 
and  other  services  which  are  provided  under  competent  professional 
supervision. 

PROCEDURES  AND  CRITERIA  FOR  REVIEWS  OF  PROPOSED  HEALTH  SYSTEM 

CHANGES 

Sec.  1532.  (a)  In  conducting  reviews  pursuant  to  subsections  (e), 
(f),  and  (g)  of  section  1513  or  in  conducting  any  other  reviews  of 
proposed  or  existing  health  services,  each  health  systems  agency  shall 
(except  to  the  extent  approved  by  the  Secretary)  follow  proce- 
dure, and  apply  criteria,  developed  and  published  by  the  agency  in 
accordance  with  regulations  of  the  Secretary;  [and]  in  performing 
its  review  functions  under  section  1523,  a  State  Agency  shall  (except 
to  the  extent  approved  by  the  Secretary)  follow  procedures  and  apply 
criteria,  developed  and  published  by  the  State  Agency  in  accordance 
with  regulations  of  the  Secretary ;  and  in  performing  its  review  func- 
tions a  Statewide  Health  Coordinating  Council  shall  {except  to  the 
extent  approved  hy  the  Secretary)  follow  procedures  and  apply  cri- 
teria developed  arid  puhlished  by  the  Council  in  accordance  with  reg- 
ulations of  the  Secretary.  Procedures  and  criteria  for  reviews  by  health 
systems  agencies  [and  States  Agencies],  State  Agencies^  and  State- 
luide  Health  Coordinating  Councils  may  vary  according  to  the  pur- 
pose for  which  a  particular  review  is  being  conducted  or  the  type 
of  health  services  being  reviewed.  Health  systems  agencies^  the  State 
Agency^  and,  if  appropriate,  the  Statewide  Health  Coordinating 
priate^  the  Stateioide  Health  Coordinating  Council  within  each 
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^tate  shall  cooperate  in  the  development  of  procedures  and  criteria 
under  this  suhsection  to  the  extent  appropriate  to  the  achievement 
of  efficiency  in  their  reviews  and  consistency  in  criteria  for  such 
revieiDS,  The  Secretary  shall  review  at  least  annually  regulations 
promulgated  under  this  section  and  provide  opportunity  for  the  sub- 
mission^ of  comments  by  health  systems  agencies^  State  agencies^  and 
Statewide  Health  Coordinating  Councils  on  the  need  for  the  re- 
vision of^  such  regulations.  At  least  forty -five  days  before  the  initial 
publication  of  a  regulation  proposing  a  revision  in  a  regulation  of 
the  Secretary  under  this  section.,  the  Secretary  shall^  with  respect  to 
such  proposed  revision^  consult  loith  and  solicit  the  recommendations 
from  health  systems  agencies^  State  Agencies^  and  Statewide  Health 
Coordinating  Councils. 

{h\  Each  health  systems  [agency  and  State  Agency]  agency.,  State 
Agency^  and  Stateivide  Health  Coordinating  Council  shall  include 
in  the  procedures  required  by  subsection  (a)  at  least  the  following: 

(1)  Written  notification  to  affected  persons  of  the  beginning 
of  a  review. 

(2)  Schedules  for  reviews  which  provide  that  no  review  shall, 
to  the  extent  practicable,  take  longer  than  ninety  days  from  the 
date  the  notification  described  in  paragraph  (1)  is  made  or  in 
the  case  of  non-substantive  reviews,  provision  for  a  shortened 
review  period. 

(3)  (^)  Provision  for  persons  subject  to  a  review  to  submit  to 
the  [agency  or  State  Agency]  agency^  State  Agency^  or  Statewide 
Health  Coordinating  Council  (in  such  form  and  manner  as  the 
[agency  or  State  Agency]  agency.,  State  Agency.,  or  Statewide 
Health  Coordinating  Council  shall  prescribe  and  publish)  such 
information  as  the  [agency  or  State  Agency]  agency^  State 
Agency^  or  Statexoide  Health  Coordinating  Council  may  require 
concerning  the  subject  of  such  review.  Each  health  systems  agency^ 
State  Agency^  and  Statewide  Health  Coordinating  Council  shall 
develop  procedures  to  assure  that  requests  for  information  in 
connection  loith  a  revieio  under  this  title  are  limited  to  only  that 
information  which  is  necessary  for  the  agency.,  State  Agency^  or 
Statewide  Health  Coordinating  Council  to  perform  the  7'eview. 

(B)  Each  health  systems  agency,  State  Agency,  and  Statewide 
Health  Coordinating  Council  shall  develop  procedures  to  enable 
any  person  submitting  data  to  designate  data  which  he  believes 
should  not  be  released  to  the  public  and  to  submit  such  data  sep- 
arately. If  the  agency,  State  Agency,  and  Statewide  Health  Coor- 
dinating Council  proposes  to  release  for  inspection  any  data  desig- 
nated under  this  paragraph,  the  agency,  State  Agency,  or  State- 
wide Health  Coordinating  Council  shall  notify,  in  tvriting  and 
by  certified  mail,  the  person  who  submitted  the  data  of  the  intent 
to  release  the  data.  The  agency.  State  Agency,  or  Statewide  Health 
Coordinating  Council  may  not  release  such  data  until  the  expira- 
tion of  30  days  after  the  person  submitting  the  data  has  received 
the  notice  required  by  this  paragraph.  ^ 

(4)  Submission  of  applications  (subject  to  review  by  a  health 
systems  [agency  or  a  State  Agency]  agency.  State  Agency,  or 
Statewide  Health  Coordinating  Council)  made  under  this  Act  or 
other  provisions  of  law  for  Federal  financial  assistance  for  health 
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services  to  the  health  systems  [agency  or  State  Agency]  agency^ 
State  Agency^  or  Statewide  Health  Coordinating  Council  at  such 
time  and  in  such  manner  as  it  may  require. 

(5)  Submission  of  periodic  reports  by  providers  of  health  serv- 
ices and  other  persons  subject  to  [agency  or  State  Agency]  agency^ 
State  Agency^  or  Statewide  Health  Coordinating  Council  review 
respecting  the  development  of  proposals  subject  to  review. 

(6)  Provision  for  written  findings  which  state  the  basis  for 
any  final  decision  or  recommendation  made  by  the  [agency  or 
State  Agency]  agency^  State  A gency^  oi"  Statewide  Health  Coordi- 
nating Council. 

(7)  Notification  of  providers  of  health  services  and  other  per- 
sons subject  to  [agency  or  State  Agency]  agency^  State  Agency^ 
or  Statewide  Health  Coordinating  Council  review  of  the  status 
of  the  [agency  or  State  Agency]  agency^  State  Agency^  or  State- 
wide Health  Coordinating  Council  review  of  the  health  services  or 
proposals  subject  to  review,  findings  made  in  the  course  of  such 
review,  and  other  appropriate  information  respecting  such  review. 

(8)  Provision  for  public  hearings  in  the  course  of  [agency  or 
State  Agency]  agency^  State  Agency^  or  Statewide  Health  Coordi- 
nating Council  review  if  requested  by  persons  directly  affected  by 
the  review;  and  provision  for  public  hearings,  for  good  cause 
shown,  respecting  [agency  and  State  Agency]  agency^  State 
Agency^  and  Statewide  Health  Coordinating  Council  decisions. 

(9)  Preparation  and  publication  of  regular  reports  by  the 
[agency  and  State  Agency]  agency^  State  Agency^  and  Statewide 
Health  Coordinating  Council  of  the  reviews  being  conducted 
(including  a  statement  concerning  the  status  of  each  such  re- 
view) and  of  the  reviews  completed  by  the  [agency  and  State 
Agency]  agency^  State  Agency^  and  Statewide  Health  Coordinat- 
ing Council  (including  a  general  statement  of  the  findings  and 
decisions  made  in  the  course  of  such  reviews)  since  the  publica- 
tion of  the  last  such  report. 

(10)  Access  by  the  general  public  to  all  applications  reviewed 
by  the  [agency  and  State  Agency]  agency^  State  Agency^  offid 
Statewide  Health  Coordinating  Council  and  to  all  other  written 
materials  [pertinent]  essential  to  any  [agency  or  State  Agency] 
agency.^  State  Agency.^  or  Statewide  Health  Coordinating  Council 
review. 

(11)  In  the  case  of  construction  projects,  submission  to  the 
agency  and  State  Agency  by  the  entities  proposing  the  projects 
of  letters  of  intent  in  such  details  as  may  be  necessary  to  inform 
the  agency  and  State  Agency  of  the  scope  and  nature  of  the 
projects  at  the  earliest  possible  opportunity  in  the  course  of  plan- 
ning of  such  construction  projects. 

(c)  Criteria  required  by  subsection  (a)  for  health  systems  [agency 
and  State  Agency]  agency^  State  Agency.^  and  Statewide  Health 
Coordinating  Council  review  shall  include  consideration  of  at  least 
the  following: 

(1)  The  relationship  of  the  health  services  being  reviewed 
to  the  applicable  [HSP  and  AIP.]  HSP,  AIP,  and  State  health 
plan. 
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(2)  The  relationship  of  services  reviewed  to  the  lon^-rano-e 
development  plan  (if  any)  of  the  person  providing  or  proposing 
such  services.  ^ 

(3)  The  need  that  the  population  served  or  to  be  served  by 
such  services  has  for  such  services. 

(4)  The  availability  of  alternatives,  less  costly,  or  more 
effective  methods  of  providing  such  services. 

(5)  The  relationship  of  services  reviewed  to  the  existing 
health  care  system  of  the  area  in  which  such  services  are  pro- 
vided or  proposed  to  be  provided. 

[(6)  In  the  case  of  health  services  proposed  to  be  provided, 
the  availability  of  resources  (including  health  manpower,  man- 
agement personnel,  and  funds  for  capital  and  operating  needs) 
for  the  provision  of  such  services  and  the  availability  of  alter- 
native uses  of  such  resources  for  the  provision  of  other  health 
services.] 

(6)  In  the  case  of  health  services  proposed  to  he  provided — 
{A)  the  availability  of  resources  {including  health  man- 
power^ ^  management  personnel  and  funds  for  capital  and 
operating  needs)  for  the  provision  of  such  ' services^ 

{B)  the^  effect  of  the  means  proposed  for  the  delivery  of 
such  services  on  the  clinical  needs  of  health  professional 
training  programs  in  the  area  in  which  such  services  are 
to  he  provided^ 

(O)  if  such  services  are  to  he  available  in  a  limited  num- 
ber of  facilities^  the  extent  to  lohich  the  health  professions 
schools  in  the  area  will  have  access  to  the  services  for  train- 
ing purposes^ 

{D)  the  availability  of  alternative  uses  of  such  resources 
for  the  provision  of  other  health  services^  and 

(E)  the  extent  to  which  such  proposed  services  loill  be 
accessible  to  all  the  residents  of  the  area  to  be  served  by 
such  services. 

(7)  The  special  needs  and  circumstances  of  those  entities 
which  provide  a  substantial  portion  of  their  services  or  resources, 
or  both,  to  individuals  not  residing  in  the  health  service  areas 
in  which  the  entities  are  located  or  in  adjacent  health  service 
areas.  Such  entities  may  include  medical  and  other  health  pro- 
fessions schools,  multidisciplinary  clinics,  specialty  centers,  and 
such  other  entities  as  the  Secretary  may  by  regulation  prescribe. 

(8)  The  special  needs  and  circumstances  of  health  mainte- 
nance organizations  for  which  assistance  may  be  provided  under 
title  XIII  and  of  other  p)roviders  of  ambulatory  and  inpatient 
health  services  to  enrollees  on  a  prepaid  basis. 

( 9 )  In  the  case  of  a  construction  pro j  ect — 

(A)  the  costs  and  methods  of  the  proposed  construction,  and 

(10)  The  special  circumstances  of  health  service  institutions 
and  the  need  for  conserving  energy. 

(B)  the  probable  impact  of  the  construction  project 
reviewed  on  the  costs  of  providing  health  services  by  the 
person  proposing  such  constmction  project. 

(11)  In  accordance  loith  section  1502{b)^  the  factoids  which 
affect  the  effect  of  the  market  forces  of  supply  and  demand  on 
the  health  services  being  reviewed. 
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(12)    In  the  case  of  health  services  or  facilities  proposed  to 
he  provided^  the  efficiency  and  appropriateness  of  the  use  of 
existing  services  and  facilities  similar  to  those  proposed. 
The  criteria  established  by  any  heahh  systems  [agency  or  State 
Agency]  agency^  State  Agency^  or  Statewide  Health  Coordinating 
Council  under  paragraph  (8)  shall  be  consistent  with  the  standards 
and  procedures  established  by  the  Secretary  under  section  1306(c) 
of  this  Act. 

TECHNICAL  ASSISTANCE  FOR  HEALTH  SYSTEMS  AGENCIES  AND  STATE 
HEALTH  PLANNING  AND  DEVELOPMENT  AGENCIES 

Sec.  1533.  (a)  The  Secretary  shall  provide  (directly  or  through 
grants  or  contracts,  or  both)  to  designated  health  systems  agencies 
and  State  Agencies  (1)  assistance  in  developing  their  health  plans 
and  approaches  to  planning  various  types  of  health  services,  (2) 
technical  materials,  including  methodologies,  policies,  and  standards 
appropriate  for  use  in  health  planning,  and  (3)  other  technical 
assistance  as  may  be  necessary  in  order  that  such  agencies  may  prop- 
erly perform  their  functions. 

(b)  The  Secretary  shall  include  in  the  materials  provided  under 
subsection  (a)  the  following: 

(1)  (A)  Specification  of  the  minimum  data  needed  to  deter- 
mine the  health  status  of  the  residents  of  a  health  service  area 
and  the  determinants  of  such  status. 

(B)  Specification  of  the  minimum  data  needed  to  determine 
the  use  of  health  resources  and  services  within  a  health  service 
area. 

(C)  Specification  of  the  minimum  data  needed  to  describe 
the  use  of  health  resources  and  services  within  a  health  servvice 
area. 

(2)  Planning  approaches,  methodologies,  policies,  and  stand- 
ards which  shall  be  consistent  with  the  guidelines  established 
by  the  Secretary  under  section  1501  for  appropriate  planning 
and  development  of  health  resources,  and  which  shall  cover  the 
priorities  listed  in  section  1502. 

(3)  Guidelines  for  the  organization  and  operation  of  health 
systems  agencies  and  State  Agencies  including  guidelines  for — 

(A)  the  structure  of  a  health  systems  agency,  consistent 
with  section  1512(b),  and  of  a  State  Agency,  consistent 
with  section  1522 ; 

(B)  the  conduct  of  the  planning  and  development 
processes ; 

(C)  the  performance  of  health  systems  agency  functions 
in  accordance  with  section  1513;  and 

(D)  the  performance  of  State  Agency  functions  m  accord- 
ance with  section  1523. 

(c)  In  order  to  facilitate  the  exchange  of  information  concerning 
health  services,  health  resources,  and  health  planning  and  resources 
development  practice  and  methodology,  the  Secretary  shall  establish 
a  national  health  planning  information  center  to  support  the  health 
planning  and  resources  development  programs  of  health  systems 
agencies.  State  Agencies,  and  other  entities  concerned  with  health 
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planning  and  resources  development;  to  provide  access  to  current 
information  or  health  planning  and  resources  development ;  and  to 
provide  informaton  for  use  in  the  analysis  of  issues  and  problems 
related  to  health  planning  and  resources  dei^elopment. 

(d)  The  Secretary  shall  establish  the  following  within  one  year  of 
the  date  of  enactment  of  this  title : 

(1)  A  uniform  system  for  calculating  the  aggregate  cost  of 
operation  and  the  aggregate  volume  of  services  provided  by  health 
services  institutions  as  defined  by  the  Secretary  in  regulations. 
Such  system  shall  provide  for  the  calculation  of  the  aggregate 
volume  to  be  based  on : 

(A)  The  number  of  patient  days ; 

(B )  The  number  of  patient  admissions ; 

(C)  The  number  of  out-patient  visits ;  and 

(D)  Other  relevant  factors  as  determined  by  the  Secretary. 

(2)  A  uniform  system  for  cost  accounting  and  calculating  the 
volume  of  services  provided  by  health  services  institutions.  Such 
system  shall : 

(A)  Include  the  establishment  of  specific  cost  centers  and, 
where  appropriate,  subcost  centers. 

(B)  Include  the  designation  of  an  appropriate  volume 
factor  for  each  cost  center. 

(C)  Provide  for  an  apprpriate  application  of  such  system 
in  the  different  types  of  institutions  (including  hospitals, 
nursing  homes,  and  other  types  of  health  seryices  institu- 
tions), and  different  sizes  of  such  types  of  institutions. 

(3)  A  uniform  system  for  calculating  rates  to  be  charged  to 
health  insurers  and  other  health  institutions  payors  by  health 
service  institutions.  Such  system  shall : 

(A)  Be  based  on  an  all  inclusive  rate  for  various  categories 
of  patients  (including,  but  not  limited  to  individuals  receiv- 
ing medical,  suraical,  pediatric,  obstetric,  and  psychiatric 
institutional  health  services) . 

(B)  Provide  that  such  rates  reflect  the  true  cost  of  pro- 
viding services  to  each  such  category  of  patients.  The  system 
shall  provide  that  revenues  derived  from  patients  m  one 
category  shall  not  be  used  to  support  the  provision  of  services 
to  patients  in  any  other  category. 

(C)  Provide  for  an  appropriate  apphcation  ot  such  system 
in  the  different  types  of  institutions  (including  hospitals, 
nursing  homes,  and  other  types  of  health  serpce  institu- 
tions) and  different  sizes  of  such  types  of  institutions 

(D)  Provide  that  differences  in  rates  to  various  classes  ot 
purchasers  (including  health  insurers,  direct  service  payors, 
and  other  health  institution  payors)  be  based  on  ]ustihed 
and  documented  differences  in  the  costs  of  operation  of 
health  service  institutions  made  possible  by  the  actions  of 

(4?t  das^S^^  system  for  health  services  institutions. 
Such  clas^^ification  system  shall  quantitatively  describe  and  group 
health  se^^^^^^^^^  institutions  of  the  various  types.  Factors  mcluded 
in  such  classification  system  shall  include—      ^  im.  • 

(A)  the  number  of  beds  operated  by  an  institution . 
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( B )  the  geographic  location  of  an  institution ; 

(C)  the  operation  of  a  postgraduate  physician  training 
program  by  an  institution ;  and 

(I>)  the  complexity  of  services  provided  by  an  institution. 
(5)  A  uniform  system  for  the  reporting  by  health  services  in- 
stitutions of — 

(A)  the  aggregate  cost  of  operation  and  the  aggregate  vol- 
ume of  services,  as  calculated  in  accordance  with  the  system 
established  by  the  Secretary  under  paragraph  (1)  ; 

(B)  the  costs  and  volume  of  services  at  various  cost  cen- 
ters, and  subcost  centers,  as  calculated  in  accordance  with  the 
system  established  by  the  Secretary  unaer  paragraph  (2)  ; 
and 

(C)  rates,  by  category  of  patient  and  class  of  purchaser, 
as  calculated  in  accordance  with  the  system  established  Jyy 
the  Secretary  under  paragraph  (3) . 

Such  system  shall  provide  for  an  appropriate  application  of  such 
system  in  the  different  types  of  institutions  (mcluding  hospital 
nursing  homes,  and  other  types  of  health  services  institutions) 
and  different  sizes  of  such  institutions. 

CENTERS  FOR  HEALTH  PLANNING 

Sec.  1534.  (a)  For  the  purposes  of  assisting  the  Secretary  in  carry- 
ing out  this  title,  providing  such  technical  and  consulting  assistance 
as  health  systems  agencies  and  State  Agencies  may  from  time  to  time 
require,  conducting  research,  studies  and  analyses  of  health  planning 
and  resources  development,  and  developing  health  planning  ap- 
proaches, methodologies,  policies,  and  standards,  the  Secretary  shall 
by  grants  or  contracts,  or  both,  assist  public  or  private  nonprofit  enti- 
ties in  meeting  the  costs  of  planning  and  developing  new  centers,  and 
operating  existing  and  new  centers,  for  multidisciplinary  health  plan- 
ning development  and  assistance.  To  the  extent  practicable,  the  Secre- 
tary shall  provide  assistance  under  this  section  so  that  at  least  five  such 
centers  will  be  in  operation  by  June  30, 1976. 

(b)  (1)  No  grant  or  contract  may  be  made  under  this  section  for 
planning  or  developing  a  center  unless  the  Secretary  determines  that 
when  it  is  operational  it  will  meet  the  requirements  listed  in  paragraph 
(2)  and  no  grant  or  contract  may  be  made  under  this  section  for  opera- 
tion of  a  center  unless  the  center  meets  such  requirements. 

(2)  The  requirements  referred  to  in  paragraph  (1)  are  as  follow^s  : 

(A)  There  shall  be  a  full-time  director  of  the  center  who  pos- 
sesses a  demonstrated  capacity  for  substantial  accomplishment  and 
leadership  in  the  field  of  health  planning  and  resources  develop- 
ment, and  there  shall  be  such  additional  professional  staff  as  may 
be  appropriate. 

(B)  The  staff  of  the  center  shall  represent  a  diversity  of  rele- 
vant disciplines. 

(C)  Such  additional  requirements  as  the  Secretary  may  be 
reofulation  prescribe. 

(c)  Centers  assisted  under  this  section  (1)  may  enter  into  arrange- 
ments with  health  systems  agencies  and  State  Agencies  for  the  pro- 
vision of  such  services  as  may  be  appropriate  and  necessary  in  assisting 
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the  agencies  and  State  Agencies  in  performing  their  functions  under 
section  1513  or  1523,  respectively,  and  (2)  shall  use  methods  (satis- 
factory to  the  Secretar}^)  to  disseminate  to  such  agencies  and  State 
Agencies  such  planning  approaches,  methodologies,  policies  and 
standards  as  they  develop. 

(d)  For  the  purpose  of  making  payments  pursuant  to  gi^ants  and 
contracts  under  subsection  (  a)  there  are  authorized  to  be  appropriated 
85.000,000  for  the  fiscal  vear  ending  June  30,  1975.  $8,000,000  for  the 
fiscal  year  ending  June  30.  1976.  [and]  $10,000,000  each  for  the  fiscal 
years  ending  September  30.  1977.  and  September  30,  1978,  SlOjOOOfJOO 
for  the  fiscal  year  ending  Septemher  30^  1980.  SlLOOO,  000  for  the  fiscal 
year  ending  Septemher  SO.  1981.  ami  $12^000.000  for  the  fiscal  year  end- 
ing September  30.1982.    '  ' 

REVIEW  BY  THE  SECRETARY 

Sec.  1535.  (a)  The  Secretary  shall  review  and  approve  or  disap- 
prove the  annual  budget  of  each  designated  health  systems  agency  and 
State  Agency.  In  making  such  review  and  approval  or  disapproval  the 
Secretary  shall  consider  the  comments  of  Statewide  Health  Coordinat- 
ing Councils  submitted  under  section  1524(c)(3).  Information  sub- 
mitted to  the  Secretary  by  a  health  s^^stems  agency  or  a  State  Agency 
m  connection  with  the  Secretary's  review  under  this  subsection  shall 
l^e  made  available  by  the  Secretar\\  upon  request,  to  the  appropriate 
committees  (and  their  subcommittees)  of  the  Congress. 

(b)  The  Secretary  shall  prescribe  performance  standards  covering 
the  structure,  operation,  and  performance  of  the  functions  of  each 
designated  health  systems  agency  and  State  Agency,  and  he  shall 
establish  a  reportiing  system  based  on  the  performance  standards  that 
allow  for  continuous  review  of  the  structures,  operation,  and  perform- 
ance of  the  functions  of  such  agencies. 

(c)  The  Secretary  shall  review  in  detail  at  least  every  three  years 
the  structure,  operation,  and  performance^  of  the  functions  of  each 
designated  health  systems  agency  to  determine — 

(1)  the  adequacy  of  the  HSP  of  the  agency  for  meeting  the 
needs  of  the  residents  of  tlie  area  for  a  healthful  environment  and 
for  accessible,  acceptable  and  continuous  quality  healthy  care  at 
reasonable  costs,  and  the  effectiveness  of  the  AIP  in  achieA'ing 
the  system  described  in  the  HSP ; 

(2)  if  the  structure,  operation,  and  performance  of  the  func- 
tions of  the  agencv  meet  the  recpiirements  of  sections  1512(b) 
and  1513; 

(3)  the  extent  to  which  the  agency's  governing  body  (and 
executive  committee  if  anv)  represents  the_  residents  of  the 
health  service  area  for  wliich  the  agency  is  designated  : 

(4)  the  professional  credentials  and  competence  of  the  staff 
of  the  agencA'  : 

(5)  the  appropriateness  of  the  data  assembled  pursuant  to 
section  1513(b)  (1)  and  the  quality  of  the  analyses  of  such  data; 

(6)  the  extent  to  which  technical  and  financial  assistance  from 
the  agencv  have  been  utilized  in  an  effective  manner  to  achieve 
goals  and  objectives  of  the  HSP  and  the  AIP :  and 
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(7)  the  extent  to  which  it  may  be  demonstrated  that — 

(A)  the  health  of  the  residents  in  the  agency's  health 
service  area  has  been  improved ; 

( B )  the  accessibility,  acceptability,  continuity,  and  quality 
of  health  care  in  such  area  has  been  improved ;  and 

(C)  increases  in  costs  of  the  provision  of  health  care  have 
been  restrained. 

(d)  The  Secretary  shall  review  in  detail  at  least  every  three  years 
the  structure,  operation,  and  performance  of  the  functions  of  each 
designated  State  Agency  to  determine — • 

(1)  the  adequacy  of  the  State  health  plan  of  the  Statewide 
Health  Coordinating  Council  prepared  under  section  1524(c)  (2) 
in  meeting  the  needs  of  the  residents  of  the  State  for  a  healthful 
environment  and  for  accessible,  acceptable,  and  continuous  qual- 
ity health  care  at  reasonable  costs ; 

(2)  if  the  structure,  operation,  and  performance  of  the  func- 
tions of  the  State  Agency  meet  the  requirements  of  sections  1522 
and  1523 ; 

(3)  the  extent  to  which  the  Statewide  Health  Coordinating 
Council  has  a  membership  meeting,  and  has  performed  in  a  man- 
ner consistent  with,  the  requirements  of  section  1524; 

(4)  the  professional  credentials  and  competence  of  the  staff 
of  the  State  Agency ; 

(5)  the  extent  to  which  financial  assistance  provided  under  title 
XVI  by  the  State  Agency  has  been  used  in  an  effective  manner 
of  achieve  the  State's  health  plan  under  section  1524(c)  (2)  ;  and 

(6)  the  extent  to  which  it  may  be  demonstrated  that — 

(A)  the  health  of  the  residents  of  the  State  has  been  im- 
proved ; 

(B)  the  accessibility,  acceptability,  continuity,  and  quality 
of  health  care  in  the  State  has  been  improved ;  and 

(C)  increases  in  costs  of  the  provision  of  health  care  have 
been  restrained. 

(e)  The  Secretary  shall  report  to  the  Congress  on  the  results  of  the 
reviews  conducted  pursuant  to  subsections  (c)  (7)  and  (d)  (6)  respec- 
ing  improvements  in  health  and  health  care  and  restraints  on  increases 
in  health  care  costs. 

SPECIAL  PROVISIONS  FOR  CERTAIN  STATES  AND  TERRITORIES 

Sec.  1536.  (a)  Any  State  which— 

(1)  has  no  county  or  municipal  public  health  institution  or  de- 
partment, and 

(2)  has,  prior  to  the  date  of  enactment  of  this  title,  maintained 
a  health  planning  system  which  substantially  complies  with  the 
purposes  of  this  title, 

and  the  Commonwealth  of  Puerto  Rico^  the  Virgin  Islands,  Guam,  the 
Trust  Territory  of  the  Pacific  Islands,  the  Northern  Mariana  Islands 
and  American  Samoa  shall  each  be  considered  in  accordance  with 
subsection  (b)  to  be  a  State  for  purposes  of  this  title. 

(b)  In  the  case  of  an  entity  which  under  subsection  (a)  is  to  be 
considered  a  State  for  purposes  of  this  title — 
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( 1 )  no  health  service  area  shall  be  established  within  it, 

(2)  no  health  systems  agency  shall  be  designated  for  it, 

(3)  the  State  Agency  designated  for  it  under  section  1521  may, 
in  addition  to  the  functions  prescribed  by  section  1523,  perform 
the  functions  prescribed  by  section  1513  and  shall  be  eligible  to 
receive  grants  authorized  by  sections  1516  and  1640,  and 

(4)  the  chief  executive  officer  shall  appoint  the  Statewide 
Health  Coordinating  Council  prescribed  by  section  1524  in  ac- 
cordance with  regulations  of  the  Secretary. 

TITLE  XVI— HEALTH  KESOUKCES  DEVELOPMENT 
[Part  A — Purpose,  State  Plan,  and  Project  Approval 

[purpose 

[Sec.  1601.  It  is  the  purpose  of  this  title  to  provide  assistance, 
through  allotments  under  part  B  and  loans  and  loan  guarantees  and 
interest  subsidies  under  part  C,  for  projects  for — 
[  ( 1 )  modernization  of  medical  facilities ; 
[  ( 2 )  construction  of  new  outpatient  medical  facilities ; 
[(3)  construction  of  new  inpatient  medical  facilities  in  areas 
which  have  experienced  (as  determined  under  regulations  of  the 
Secretary)  recent  rapid  population  growth;  and 

[(4)  conversion  of  existing  medical  facilities  for  the  provision 
of  new  health  services, 
and  to  provide  assistance,  through  grants  under  part  D,  for  construc- 
tion and  modernization  projects  designed  to  prevent  or  eliminate 
safety  hazards  in  medical  facilities  or  to  avoid  noncompliance  by 
such  facilities  with  licensure  or  accreditation  standards. 

[general  regulations 

[Sec.  1602.  The  Secretary  shall  by  regulation — 

[(1)  prescribe  the  general  manner  in  which  the  State  Agency 
of  each  State  shall  determine  for  the  State  medical  facilities  plan 
under  section  1603  the  priority  among  projects  within  the  State 
for  which  assistance  is  available  under  this  title,  based  on  the  rela- 
tive need  of  different  areas  within  the  State  for  such  projects  and 
giving  special  consideration — 

[(A)  to  projects  for  medical  facilities  serving  areas  with 
relatively  small  financial  resources  and  for  medical  facilities 
serving  rural  communities, 

[(B)  in  the  case  of  projects  for  modernization  of  medical 
facilities,  to  projects  for  facilities  serving  densely  populated 
areas, 

E(C)  in  the  case  of  projects  for  construction  of  outpatient 
medical  facilities,  to  projects  that  will  be  located  in,  and  pro- 
vide services  for  residents  of  areas  determined  b}^  the  Secre- 
tary to  be  rural  or  urban  poverty  areas, 

[(D)  to  projects  designed  to  (i)  eliminate  or  prevent  im- 
minent safety  hazards  as  defined  by  Federal,  State,  or  local 
fire,  building,  or  life  safety  codes  or  regulations,  or  (ii)  avoid 
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noncompliance  with  State  or  voluntary  licensure  or  accredi- 
tation standards,  and 

[(E)  to  projects  for  medical  facilities  which,  alone  or  in 
conjunction  with  other  facilities,  will  provide  comprehensive 
health  care,  including  outpatient  and  preventive  care  as  well 
as  hospitalization; 
[(2)  prescribe  for  medical  facilities  projects  assisted  under  this 
title  general  standards  of  construction,  modernization,  and  equip- 
ment for  medical  facilities  of  different  classes  and  in  different 
types  of  location; 

[(3)  prescribe  criteria  for  determining  needs  for  medical  facil- 
ity beds  and  needs  for  medical  facilities,  and  for  developing  plans 
for  the  distribution  of  such  beds  and  facilities ; 

[(4)  prescribe  criteria  for  determining  the  extent  to  which 
existing  medical  facilities  are  in  need  of  modernization ; 

[(5)  require  each  State  medical  facilities  plan  under  section 
1603  to  provide  for  adequate  medical  facilities  for  all  persons 
residing  in  the  State  and  adequate  facilities  to  furnish  needed 
health  services  for  persons  unable  to  pay  therefor ;  and 

[(6)  prescribe  the  general  manner  in  which  each  entity  which 
receives  financial  assistance  under  this  title  or  has  received 
financial  assistance  under  this  title  or  title  VI  shall  be  required 
to  comply  with  the  assurances  required  to  be  made  at  the  time 
such  assistance  was  received  and  the  means  by  which  such  entity 
shall  be  required  to  demonstrate  compliance  with  such  assurances. 
An  entity  subject  to  the  requirements  prescribed  pursuant  to  para- 
graph (6)  respecting  compliance  with  assurances  made  in  connection 
with  receipt  of  financial  assistance  shall  submit  periodically  to  the 
Secretary  data  and  information  which  reasonably  support  the  entity's 
compliance  with  such  assurances.  The  Secretary  may  not  waive  the 
requirement  of  the  preceding  sentence. 

[state  medical  facilities  plan 

[Sec.  1603.  (a)  Before  an  application  for  assistance  under  this 
title  (other  than  part  D)  for  a  medical  facility  project  described  in 
section  1601  may  be  approved,  the  State  Agency  of  the  State  in 
which  such  project  is  located  must  have  submitted  to  the  Secretary 
and  had  approved  by  him  a  State  medical  facilities  plan.  To  be 
approved  by  the  Secretary  a  State  medical  facilities  plan  for  a  State 
must — 

[(1)  prescribe  that  the  State  Agency  of  the  State  shall  admin- 
ister or  supervise  the  administration  of  the  plan  and  contain 
evidence  satisfactory  to  the  Secretary  that  the  State  Agency  has 
the  authority  to  carry  out  the  plan  in  conformity  with  this  title ; 

[(2)  prescribe  that  the  Statewide  Health  Coordinating  Council 
of  the  State  shall  advise  and  consult  with  the  State  Agency  in 
carrying  out  the  plan ; 

[(3)  be  approved  by  the  Statewide  Health  Coordinating 
Council  as  consistent  with  the  State  health  plan  developed  pur- 
suant to  section  1524(c)  (2)  ; 

[(4)  set  forth,  in  accordance  with  criteria  established  in  regu- 
lations prescribed  under  section  1602  and  on  the  basis  of  a  state- 
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wide  inventory  of  existing-  medical  facilities,  a  survey  of  need, 
and  the  plans  of  health  systems  agencies  within  the  State — 

[(A)  the  number  and  type  of  medical  facility  beds  and 
medical  facilities  needed  to  provide  adequate  inpatient  care 
to  people  residing  in  the  State,  and  a  plan  for  the  distribu- 
tion of  such  beds  and  facilities  in  health  services  areas 
throughout  the  State, 

[(B)  the  number  and  type  of  outpatient  and  other  medical 
facilities  needed  to  provide  adequate  public  health  services 
and  outpatient  care  to  people  residing  in  the  State,  and  a 
plan  for  the  distribution  of  such  facilities  in  health  service 
areas  throughout  the  State,  and 

£(C)  the  extent  to  which  existing  medical  facilities  in  the 
State  are  in  need  of  modernization  or  conversion  to  new  uses ; 
[(5)  set  forth  a  program  for  the  State  for  assistance  under  this 
title  for  projects  described  in  section  1601,  which  program  shall 
indicate  the  type  of  assistance  which  should  be  made  available 
to  each  project  and  shall  conform  to  the  assessment  of  need  set 
forth  pursuant  to  paragraph  (4)  and  regulations  promulgated 
under  section  1602 ; 

[(6)  set  forth  (in  accordance  with  regulations  promulgated 
under  section  1602)  priorities  for  the  provision  of  assistance  under 
this  title  for  projects  in  the  program  set  forth  pursuant  to  para- 
graph (5)  ;  _ 

[(7)  provide  minimum  requirements  (to  be  fixed  in  the  dis- 
cretion of  the  State  Agency)  for  the  maintenance  and  operation 
of  facilities  which  receive  assistance  under  this  title,  and  provide 
for  enforcement  of  such  requirements  ; 

[(8)  provide  for  affording  to  every  applicant  for  assistance  for 
a  medical  facilities  project  under  this  title  an  opportunity  for  a 
hearing  before  the  State  Agency ;  and 

[(9)  provide  that  the  State  Agency  will  from  time  to  time,  but 
not  less  often  than  annually,  review  the  plan  and  submit  to  the 
Secretary  any  modifications  thereof  which  it  considers  necessary. 
[(b)  The  Secretary  shall  approve  any  State  medical  facilities  plan 
and  any  modification  thereof  which  complies  with  the  provisions  of 
subsection  (a)  if  the  State  Agency,  as  determined  under  the  review 
made  under  section  1535(d),  is  organized  and  0])erated  in  the  manner 
prescribed  by  section  1522  and  is  carrying  out  its  functions  under 
section  1523  in  a  manner  satisfactory  to  the  Secretary.  If  any  such 
plan  or  modification  thereof  shall  have  been  disapproved  by  the  Secre- 
tary for  failure  to  comply  with  subsection  (a),  the  Secretary  shall, 
upon  request  of  the  State  Agency,  afford  it  an  opportunity  for  hearing. 

[approval  of  projects 

[Sec.  1604.  (a)  For  each  project  described  in  section  1601  and 
included  within  a  State's  State  medical  facilities  plan  approved  under 
section  1603  there  shall  be  submitted  to  the  Secretary,  through  the 
State's  State  Agency,  an  application.  An  application  for  a  grant  under 
section  1625  shall  be  submitted  directly  to  the  Secretary.  Except  as 
provided  in  section  1625,  the  applicant  under  such  an  application  may 
be  a  State,  a  political  subdivision  of  a  State  or  any  other  public  entity. 
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or  a  private  nonprofit  entity.  If  two  or  more  entities  join  in  a  project, 
an  application  for  such  project  may  be  filed  by  any  of  such  entities 
or  by  all  of  them. 

[(b)  (1)  Exce])t  as  authorized  under  paragraph  (2),  an  application 
for  any  project  shall  set  forth — 

[(A)  in  the  case  of  a  modernization  project  for  a  medical 
facility  for  continuation  of  existing  health  services,  a  finding  by 
the  State  Agency  of  a  continued  need  for  such  services,  and,  in 
the  case  of  any  other  project  for  a  medical  facility,  a  finding  by 
the  State  Agency  of  the  need  for  the  new  health  services  to  be 
provided  through  the  medical  facility  upon  completion  of  the 
project ; 

[(B)  a  description  of  the  site  of  such  project; 

[(C)  plans  and  specifications  therefor  which  meet  the  require- 
ments of  the  regulations  prescribed  under  section  1602 ; 

[(D)  reasonable  assurance  that  title  to  such  site  is  or  will  be 
vested  in  one  or  more  of  the  entities  filing  the  application  or  in 
a  public  or  other  nonprofit  entity  which  is  to  operate  the  facility 
on  completion  of  the  project ; 

[(E)  reasonable  assurance  that  adequate  financial  support 
w411  be  available  for  the  completion  of  the  project  and  for  its 
maintenance  and  operation  when  completed,  and,  for  the  pur- 
pose of  determining  if  the  requirements  of  this  subparagraph  are 
met,  Federal  assistance  provided  directly  to  a  medical  facility 
which  is  located  in  an  area  determined  by  the  Secretary  to  be  an 
urban  or  rural  poverty  area  or  through  benefits  provided  indi- 
viduals served  at  such  facility  shall  be  considered  as  financial 
support  ; 

[(F)  the  type  of  assistance  being  sought  under  this  title  for 
the  project ; 

[(G)  except  in  the  case  of  a  project  under  section  1625,  a  certi- 
fication by  the  State  Agency  of  the  Federal  share  for  the  project ; 

[(H)  reasonable  assurance  that  all  laborers  and  mechanics 
employed  by  contractors  or  subcontractors  in  the  performance 
of  work  on  a  project  will  be  paid  wages  at  rates  not  less  than  those 
prevailing  on  similar  construction  in  the  locality  as  determined  by 
the  Secretary  of  Labor  in  accordance  with  the  Act  of  March  3, 
1931  (40  U.S.C.  276a— 276a-5,  known  as  the  Davis-Bacon  Act) 
and  the  Secretary  of  Labor  shall  have  with  respect  to  such  labor 
standards  the  authority  and  functions  set  forth  in  Reorsfanization 
Plan  Numbered  14  of  1950  (15  F.R.  3176;  5  U.S.C.  Appendix) 
and  section  2  of  the  Act  of  June  13, 1934  (40  U.S.C.  276c)  : 

[(I)  in  the  case  of  a  proiect  for  the  construction  or  moderniza- 
tion of  an  outpatient  facility,  reasonable  assurance  that  the  serv- 
ices of  a  general  hospital  will  be  available  to  patients  at  such 
facility  who  are  in  need  of  hospital  care :  and 

[(J)  reasonable  assurance  that  at  all  times  after  such  applica- 
tion is  approved  (i)  the  facility  or  portion  thereof  to  be  con- 
structed, or  modernized,  or  converted  will  be  made  available  to  all 
persons  residing  or  employed  in  the  area  served  by  the  facility, 
and  (ii)  there  will  be  made  available  in  the  facility  or  portion 
thereof  to  be  constructed,  modernized,  or  converted  a  reasonable 
volume  of  services  to  persons  unable  to  pay  therefor  and  the  Sec- 
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retary,  in  determining  the  reasonableness  of  the  volume  of  services 
provided,  shall  take  into  consideration  the  extent  to  which  com- 
pliance is  feasible  from  a  financial  viewpoint. 
[(2)  (A)  The  Secretary  may  waive — 

[(i)  the  requirements  of  subparagraph  (C)  of  paragraph  (1) 
for  compliance  wnth  modernization  and  equipment  standards 
prescribed  pursuant  to  section  1602  (2) ,  and 

£(ii)  the  requirement  of  subparagraph  (D)  of  paragraph  (1) 
respecting  title  to  a  project  site, 
in  the  case  of  an  application  for  a  project  described  in  subparagraph 
(B). 

[(B)  A  project  referred  to  in  subparagraph  (B)  is  a  project — 

[(i)  for  the  modernization  of  an  outpatient  medical  facility 
which  will  provide  general  purpose  health  services,  which  is  not 
part  of  a  hospital,  and  which  will  serve  a  medically  underserved 
population  as  defined  in  section  1633  or  as  designated  by  a  health 
systems  agency,  and 

[(ii)  for  which  the  applicant  seeks  (i)  not  more  than  $20,000 
from  the  allotments  made  under  part  B  to  the  State  in  which  it 
is  located,  or  (II)  a  loan  under  part  C  the  principal  amount  of 
which  does  not  exceed  $20,000. 
[(c)  The  Secretary  shall  approve  an  application  submitted  under 
subsection  (b)  (other  than  an  application  for  a  grant  under  section 
1625)  if— 

[(1)  in  the  case  of  a  project  to  be  assisted  from  an  allotment 
made  under  part  B,  there  are  sufficient  funds  in  such  allotment 
to  pay  the  Federal  share  of  the  project ;  and 
[(2)  the  Secretary  finds  that — 

[(A)  the  application  (i)  is  in  conformity  with  the  State 
medical  facilities  plan  approved  under  section  1603,  (ii)  has 
been  approved  and  recommended  by  the  State  Agency,  (iii) 
is  for  a  project  which  is  entitled  to  priority  over  other  proj- 
ects within  the  State  as  determined  in  accordance  with  the 
approved  State  medical  facilities  plan,  and  (iv)  contains  the 
assurances  required  by  subsection  (b)  ;  and 

[(B)  the  plans  and  specifications  for  the  project  meet  the 
requirements  of  the  regulations  prescribed  pursuant  to  sec- 
tion 1602. 

[(d)  Xo  application  (  other  than  an  application  for  a  grant  under 
section  1625)  shall  be  disapproved  until  the  Secretary  has  afforded 
the  State  Agency  an  opportunity  for  a  hearing. 

[(e)  Amendment  of  any  approved  application  shall  be  subject  to 
approval  in  the  same  manner  as  an  original  application. 

[(f)  Each  application  shall  be  reviewed  by  heahh  systems  agencies 
in  accordance  with  section  1513  (e) . 

[Part  B — Allotmfnts 

[allotments 

[Sec.  1610.  (a)  For  each  fiscal  year,  the  Secretary  shall,  in  accord- 
ance with  regulations,  make  from  sums  appropriated  tor  such  hscai 
year  under  section  1613  allotments  among  the  States  on  the  basis  ot 
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the  population,  the  financial  need,  and  need  for  medical  facilities 
projects  described  in  section  1601  of  the  respective  States.  The  popu- 
lation of  the  States  shall  be  determined  on  the  basis  of  the  latest 
figures  certified  by  the  Secretary  of  Commerce. 

[(b)  (1)  The  allotment  to  any  State  (other  than  Guam,  American 
Samoa,  the  Virgin  Islands,  or  the  Trust  Territory  of  the  Pacific 
Islands)  for  any  fiscal  year  shall  be  not  less  than  $1,000,000;  and  the 
allotment  to  Guam,  American  Samoa,  the  Virgin  Islands,  and  the 
Trust  Territory  of  the  Pacific  Islands  for  any  fiscal  year  shall  be  not 
less  than  $500,000  each. 

[(2)  Notwithstanding  paragraph  (1),  if  the  amount  appropriated 
under  section  1613  for  any  fiscal  year  is  less  than  the  amount  required 
to  provide  allotments  in  accordance  with  paragraph  (1),  the  amount 
of  the  allotment  to  any  State  for  such  fiscal  year  shall  be  an  amount 
which  bears  the  same  ratio  to  the  amount  prescribed  for  such  State 
by  paragraph  (1)  as  the  amount  appropriated  for  such  fiscal  year 
bears  to  the  amount  of  appropriations  needed  to  make  allotments  to 
all  the  States  in  accordance  with  paragraph  (1). 

[(c)  Any  amount  allotted  to  a  State  for  a  fiscal  year  under  sub- 
section (a)  and  remaining  unobligated  at  the  end  of  such  year  shall 
remain  available  to  such  State,  for  the  purpose  for  which  made,  for  the 
next  two  fiscal  years  (and  for  such  years  only),  in  addition  to  the 
amounts  allotted  to  such  State  for  such  purposes  for  such  next  two 
fiscal  years;  except  that  any  such  amount  which  is  unobligated  at 
the  end  of  the  first  of  such  next  two  years  and  which  the  Secretary 
determines  will  remain  unobligated  at  the  close  of  the  second  of  such 
next  two  years  may  be  reallotted  by  the  Secretary,  to  be  available 
for  the  purposes  for  which  made  until  the  close  of  the  second  of  such 
next  two  years,  to  other  States  which  have  need  therefor,  on  such 
basis  as  the  Secretary  deems  equitable  and  consistent  with  the  pur- 
poses of  this  title.  Any  amount  so  reallotted  to  a  State  shall  be  in 
addition  to  the  amounts  allotted  and  available  to  the  State  for  the 
same  period. 

[PATMENTS  FROM  ALLOTMENTS 

[Sec.  1611.  (a)  If  with  respect  to  any  medical  facility  project 
approved  under  section  1604  the  State  Agency  certifies  (upon  the 
basis  of  inspection  by  it)  to  the  Secretary  that,  in  accordance  with 
approved  plans  and  specifications,  work  has  been  performed  upon  the 
project  or  purchases  have  been  made  for  it  and  that  payment  from 
the  applicable  allotment  of  the  State  in  which  the  project  is  located 
is  due  for  the  project,  the  Secretary  shall,  except  as  provided  in  sub- 
section (b) ,  make  such  payment  to  the  State. 

[(b)  The  Secretary  is  authorized  to  not  make  payments  to  a  State 
pursuant  to  subsection  (a)  in  the  following  circumstances : 

[(1)  If  such  State  is  not  authorized  by  law  to  make  payments 
for  an  approved  medical  facility  project  from  the  payment  to 
be  made  by  the  Secretary  pursuant  to  subsection  (a),  or  if  the 
State  so  requests,  the  Secretary  shall  make  the  payment  from 
the  State  allotment  directly  to  the  applicant  for  such  project. 

[(2)  If  the  Secretary,  after  investigation  or  otherwise,  has 
reason  to  believe  that  any  act  (or  failure  to  act)  has  occurred 
requiring  action  pursuant  to  section  1612,  payment  by  the  Secre- 
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tary  may,  after  he  has  given  the  State  Agency  notice  and  oppor- 
tunity for  hearing  iDursuant  to  such  section,  be  withheld,  in 
whole  or  in  part,  pending  corrective  action  or  action  based  on 
such  hearing. 

In  no  event  may  the  total  of  payments  made  under  subsection  (a) 
with  respect  to  any  project  exceed  an  amount  equal  to  the  Federal 
share  of  such  project. 

[(c)  In  case  an  amendment  to  an  approved  application  is  approved 
as  provided  in  section  1604  or  the  estimated  cost  of  a  project  is  revised 
upward,  any  additional  payment  with  respect  thereto  may  be  made 
from  the  applicable  allotment  of  the  State  for  the  fiscal  year  in  which 
such  amendment  or  revision  is  approved. 
£  ( d)  In  any  fiscal  year— 

[(1)  not  more  than  20  per  centum  of  the  amount  of  a  State's 
allotment  available  for  obligation  in  that  fiscal  year  may  be 
obligated  for  projects  in  the  State  for  construction  of  new  facili- 
ties for  the  provision  of  inpatient  health  care  to  persons  residing 
in  areas  of  the  State  which  have  experienced  recent  rapid  popula- 
tion growth ;  and 

£(2)  not  less  than  25  per  centum  of  the  amount  of  a  State's 
allotment  available  for  obligation  in  that  fiscal  year  shall  be 
obligated  for  projects  for  outpatient  facilities  which  will  serve 
medically  underserved  populations. 
In  the  administration  of  this  part,  the  Secretary  shall  seek  to  assure 
that  in  each  fiscal  year  at  least  one  half  of  the  amount  obligated  for 
projects  pursuant  to  paragraph  (2)  shall  be  obligated  for  projects 
which  will  sen-e  rural  medically  underserved  populations. 

[wt:thholdixg  of  payments  axd  other  compliaxce  actions 

[Sec.  1612.  (a)  Whenever  the  Secretary,  after  reasonable  notice 
and  opportunity  for  hearing  to  the  State  Agency  concerned  finds — 
[(1)  that  the  State  Agency  is  not  complying  substantially 
with  the  provisions  required  by  section  1603  to  be  included  in 
its  State  medical  facilities  plan, 

[(2)  that  any  assurance  required  to  be  given  in  an  application 
filed  under  section  1601:  is  not  being  or  cannot  be  carried  out.  or 
[(3)  that  there  is  a  substantial  failure  to  carry  out  plans  and 
specifications  approved  by  the  Secretary  under  section  1601. 
the  Secretary  shall  take  the  action  authorized  by  subsection  (b) 
unless,  in  the  case  of  compliance  with  assurances,  the  Secretary  re- 
quires compliance  by  other  means  authorized  by  law. 

[(b)  (1)  Upon  a  finding  described  in  subsection  (a)  and  after  notice 
to  the  State  Agencv  concerned  the  Secretarv  may — 

[(A)  withhold  from  all  projects  within  the  State  with  respect 
to  which  the  finding  was  made  further  payments  from  the  State  s 
allotment  under  section  1610,  or 

[(B)  withhold  from  the  specific  projects  with  respect  to  winch 
the  finding  was  made  further  payments  from  the  applicable  ^tate 
allotment  under  section  1610. 
[(2)  Payments  may  be  withheld,  in  whole  or  m  part,  under  para- 
graph (1)  — 
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[(A)  until  the  basis  for  the  finding  upon  which  the  withholding 
was  made  no  longer  exists,  or 

[(B)  if  corrective  action  to  make  such  finding  inapplicable 
cannot  be  miade,  until  the  State  concerned  repays  or  arranges 
for  the  repayment  of  Federal  funds  paid  under  this  part  for 
projects  which  because  of  the  finding  are  not  entitled  to  such 
funds. 

[(c)  The  Secretary  shall  investigate  and  ascertain,  on  a  periodic 
basis,  with  respect  to  each  entity  which  is  receiving  financial  assistance 
under  this  title  or  which  has  received  financial  assistance  under  title 
VI  or  this  title,  the  extent  of  compliance  by  such  entity  with  the  assur- 
ances required  to  be  made  at  the  time  such  assistance  was  received. 
If  the  Secretary  finds  that  such  an  entity  has  failed  to  comply  with  any 
such  assurance,  the  Secretary  shall  take  the  action  authorized  by  sub- 
section (b)  or  take  any  other  action  authorized  by  law  (including  an 
action  for  specific  performance  brought  by  the  Attorney  General  upon 
request  of  the  Secretary)  which  will  effect  compliance  by  the  entity 
with  such  assurances.  An  appropriate  action  to  effectuate  compliance 
with  any  such  assurance  may  be  brought  by  a  person  other  than  the 
Secretary  only  if  a  complaint  has  been  filed  by  such  person  with  the 
Secretary  and  the  Secretary  has  dismissed  such  complaint  or  the  At- 
torney General  has  not  brought  a  civil  action  for  compliance  with  such 
assurance  within  6  months  after  the  date  on  which  the  complaint  was 
filed  with  the  Secretary. 

[authorization  of  appropriations 

[Sec.  1613.  Except  as  provided  in  section  1625  (d) ,  there  are  author- 
ized to  be  appropriated  for  allotments  under  section  1610  $125,000,000 
for  the  fiscal  year  ending  June  30, 1975,  $130,000,000  for  the  fiscal  year 
ending  June  30, 1976,  and  $135,000,000  each  for  the  fiscal  years  ending 
September  30, 1977,  and  September  30, 1978.] 

Part  [C]  A — Loans  and  Loan  Guarantees 

AUTHORITY  FOR  LOANS  AND  LOAN  GUARANTEES 

[Sec.  1620.  (a)  The  Secretary,  during  the  period  beginning  July  1 
1974,  and  ending  September  30,  1978,  may,  in  accordance  with  this 
part,  make  loans  from  the  fund  established  under  section  1622(d)  to 
pay  the  Federal  share  of  projects  approved  under  section  1604. 

[(b)  (1)  The  Secretary,  during  the  period  beginning  July  1,  1974, 
and  ending  September  30,  1978,  may,  in  accordance  with  this  part, 
guarantee  to — 

[(i)  non-Federal  lenders  for  their  loans  to  nonprofit  private 
entities  for  medical  facilities  projects,  and 

[(ii)  the  Federal  Financing  Bank  for  its  loans  to  nonprofit 
private  entities  for  such  projects, 
payment  of  principal  and  interest  on  such  loans  if  applications  for 
assistance  for  such  projects  under  this  title  have  been  approved  under 
section  1604. 

[(2)  In  the  case  of  a  guarantee  of  any  loan  to  a  nonprofit  private 
entity  under  this  title,  the  Secretary  shall  pay,  to  the  holder  of  such 
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loan  and  for  and  on  behalf  of  the  project  for  which  the  loan  was 
made  amounts  sufficient  to  reduce  by  3  per  centum  per  annum  the  net 
effective  interest  rate  otherwise  payable  on  such  loan.  Each  holder  of 
such  a  loan  which  is  guaranteed  under  this  title  shall  have  a  contractual 
right  to  receive  from  the  United  States  interest  payments  required  by 
the  preceding  sentence  J 

Sec.  1601.  (a)  (1)  The  Secretary.,  during  the  period  ending  Sep- 
tember 30.  1982^  may.  in  accordance  loith  this  part^  make  Joans  from 
the  fund  established  under  section  }602{d)  to  any  public  or  nonprofit 
private  entity  for  projects  for — 

{A)  modernization  of  medical  facilities. 

(B)  construction  of  new  outpatient  medical  facilities. 

(C)  construction  of  neio  hospitals  in  (i)  areas  which  have  ex- 
perienced (as  determined  under  regulations  of  the  Secretary) 
recent  rapid  population  growth,  or  (ii)  areas  where  merger  or 
closure  of  medical  facilities  has  resulted  in  a  reduction  in  the  num- 
ber of  hospital  beds  available  in  such  areas,  and 

(D)  conversion  of  existing  medical  facilities  to  outpatient  med- 
ical facilities  or  fa/)ilities  for  long-term  care. 

(2)  (A)  The  Secretary,  during  the  period  ending  September  30, 1982, 
may,  in  accordance  with  this  part,  guarantee  to — 

(^)  non-Federal  lenders  for  their  loans  to  nonprofit  private 
entities  for  medical  facilities  projects  described  in  paragraph  (!) , 
and 

(ii)  the  Federal  Financing  Bank  for  its  loans  to  nonprofit  pri- 
vate entities  for  such  projects, 
payment  of  principal  and  interest  on  such  loans. 

{B)  In  the  case  of  a  guarantee  of  any  loan  to  a  nonprofit  private  en- 
tity under  subparagraph  {A)  (i),  vjhich  is  located  in  an  urban  or  rural 
poverty  area,  the  Secretary  shall  pay,  to  the  holder  of  such  loan  and 
for  and  on  behalf  of  the  project  for  ivhich  the  loan  loas  made,  amounts 
sufficient  to  reduce  by  3  per  centum  per  annum  of  the  net  effect  interest 
rate  othei^ise  payable  on  such  loan.  Each  holder  of  such  a  loan  which 
is  guaranteed  uTider  such  subparagraph  shall  have  a  contractudl  right 
to  receive  from  the  United  States  interest  payments  required  by  the 
preceding  sentence. 

(b)  The  principal  amount  of  a  loan  directly  made  or  guaranteed 
under  subsection  (a)  for  a  medical  facilities  project,  luhen  added  to 
any  other  assistance  provided  such  project  under  part  B,  may  not 
exceed  90  per  centum  of  the  cost  of  such  project  unless  the  project  is 
located  in  an  area  determined  by  the  Secretary  to  be  an  urban  or  mral 
poverty  area,  in  tvhich  case  the  principal  amount,  when  added  to  other 
assistance  under  part  B,  may  cover  up  to  100  per  centum  of  such  costs. 

(c)  The  cumulative  total  of  the  principal  of  the  loans  outstanding 
at  any  time  with  respect  to  which  guarantees  have  been  issued,  or 
which  have  been  directly  made,  may  not  exceed  such  limitations  as  may 
be  specified  in  appropriation  Acts. 

(d)  The  Secretary,  with  the  consent  of  the  Secretary  of  Housing 
and  Urban  Development,  shall  obtain  from  the  Department  of  Hous- 
ing and  Urban  Development  such  assistance  with  respect  to  tlie 
administration  of  this  part  as  will  promote  efficiency  and  economy 
thereof. 
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[allocation  among  the  states 

[Sec.  1621.  (a)  For  each  fiscal  year,  the  total  amount  of  principal 
of — 

[(1)  loans  to  nonprofit  private  entities  which  may  be  guar- 
anteed, or 

[(2)  loans  which  may  be  directly  made, 
under  this  part  shall  be  allotted  by  the  Secretary  among  the  States, 
in  accordance  with  regulations,  on  the  basis  of  the  population,  financial 
need,  and  need  for  medical  facilities  projects  described  in  section  1601 
of  the  respective  States.  The  population  of  the  States  shall  be  deter- 
mined on  the  basis  of  the  latest  figures  certified  by  the  Secretary  of 
Commerce. 

[(b)  Any  amount  allotted  so  a  State  for  a  fiscal  year  under  sub- 
section (a)  and  remaining  unobligated  at  the  end  of  such  year  shall 
remain  available  to  such  State,  for  the  purpose  for  which  made,  for 
the  next  two  fiscal  years  (and  for  such  years  only),  in  addition  to  the 
amounts  allotted  to  such  State  for  such  purposes  for  such  next  two 
fiscal  years ;  except  that  any  such  amount  which  is  unobligated  at  the 
end  of  the  first  of  such  next  two  years  and  which  the  Secretary  deter- 
mines Avill  remain  unobligated  at  the  close  of  the  second  of  such  next 
two  years  may  be  reallotted  by  the  Secretary,  to  be  available  for  the 
purposes  for  which  made  until  the  close  of  the  second  of  such  next  two 
years,  to  other  States  which  have  need  therefor,  on  such  basis  as  the 
Secretary  deems  equitable  and  consistent  with  the  purposes  of  this  title. 
Any  amount  so  reallotted  to  a  State  shall  be  in  addition  to  the  amounts 
allotted  and  available  to  the  State  for  the  same  period.] 

general  provisions  relating  to  loan  guarantees  and  loans 

Sec.  [1622]  1W2.  (a)(1)  The  Secretary  may  not  approve  a  loan 
guarantee  for  a  project  under  this  part  unless  he  determines  that  (A) 
the  terms,  conditions,  security  (if  any),  and  schedule  and  amount  of 
repayments  with  respect  to  the  loan  are  sufficient  to  protect  the  finan- 
cial interests  of  the  United  States  and  are  otherwise  reasonable,  includ- 
ing a  determination  that  the  rate  of  interest  does  not  exceed  such  per 
centum  per  annum  on  the  principal  obligation  outstanding  as  the  Sec- 
retary determines  to  be  reasonable,  taking  into  account  the  range  of 
interest  rates  prevailina:  in  the  private  market  for  similar  loans  and  the 
risks  assumed  by  the  United  States,  and  (B)  the  loan  would  not  be 
available  on  reasonable  terms  and  conditions  without  the  guarantee 
under  this  part. 

(2)  (A)  The  United  States  shall  be  entitled  to  recover  from  the  appli- 
cant for  a  loan  guarantee  under  this  part  the  amount  of  any  payment 
made  pursuant  to  such  guarantee,  unless  the  Secretary  for  good  cause 
waives  such  right  of  recovery ;  and,  upon  making  any  such  payment, 
the  United  States  shall  be  subrogated  to  all  of  the  rights  of  the  reci- 
pient of  the  payments  with  respect  to  which  the  guarantee  was  made. 

(B)  To  the  extent  permitted  by  subparagraph  (C),  any  terms  and 
conditions  applicable  to  a  loan  guarantee  under  this  part  (including 
terms  and  conditions  imposed  under  subparagraph  (D))  may  be 
modified  bv  the  Secretary  to  the  extent  he  determines  it  to  be  con- 
sistent with  the  financial  interest  of  the  United  States. 
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(C)  Any  loan  guarantee  made  by  the  Secretary  under  this  part 
shall  be  incontestable  ( i )  in  the  hands  of  an  applicant  on  whose  behalf 
such  guarantee  is  made  miless  the  applicant  engaged  in  fraud  or  mis- 
representation in  securing  such  guarantee,  and  (ii)  as  to  any  person 
(or  his  successor  in  interest )  who  makes  or  contracts  or  makes  a  loan 
to  such  applicant  in  reliance  thereon  unless  such  person  (or  his  suc- 
cessor in  interest )  engaged  in  fraud  or  misrepresentation  in  making 
or  contracting  to  make  such  loan. 

(D)  Gtiarantees  of  loans  imder  this  part  shall  be  subject  to  siicli 
further  terms  and  conditions  as  the  Secretary  determines  to  be  neces- 
sary to  assure  that  the  purposes  of  this  title  will  be  achieved. 

(b)  (1)  The  Secretary  may  not  approve  a  loan  under  this  part 
tmless — 

(A)  the  Se<:retary  is  reasonably  satisfied  that  the  applicant 
imder  the  project  for  Avhich  the  loan  would  be  made  will  be  able 
to  make  payments  of  principal  and  interest  thereon  when  due. 
and 

(B)  the  applicant  provides  the  Secretary  with  reasonable  as- 
surances that  there  Avill  be  available  to  it  such  additional  fimds 
as  may  be  necessary  to  complete  the  project  or  undertaking  with 
respect  to  which  such  loan  is  recjuested. 

(2)  Any  loan  made  tmder  this  part  shall  (A)  ha^-e  stich  security, 
(B)  have  stich  mattirity  date,  i  C  )  be  repayable  in  such  installments, 
(D)  bear  interest  at  a  rate  comparable  to  the  current  rate  of  interest 
prevailing,  on  the  date  the  loan  is  made,  with  respect  to  loans  guar- 
anteed tinder  this  part,  mmus  3  per  centum  per  annum  i/i  the  case  of 
a  Joan  made  for  a  project  located  ir>  an  ur^han  or  rural  poverty  area. 
and  (E)  be  subject  to  such  other  terms  and  conditions  (including 
provisions  for  recovery  in  case  of  default ) .  as  the  Secretary  deter- 
mines to  be  necessary  to  carry  out  the  purposes  of  this  title  while  ade- 
quately protecting  the  financial  interests  of  the  United  States. 

(3)  The  Secretary  may.  for  good  cause  but  with  clue  regard  to  the 
financial  interests  of  the  United  States,  waive  any  right  of  recovery 
which  he  has  by  reasons  of  the  failure  of  a  borrower  to  make  payments 
of  principal  of  and  interest  on  a  loan  made  imder  this  j^art.  except 
that  if  such  loan  is  sold  and  guaranteed,  any  such  waiver  shall  have 
no  effect  upon  the  Secretary's  guarantee  of  timely  payment  of  princi- 
pal and  interest. 

(c)  (1)  The  Secretary  shall  from  time  to  time,  but  vdth  due  regard 
to  the  financial  interest  of  the  United  States,  sell  loans  made  imder 
this  part  either  on  the  private  market  or  to  the  Federal  Xational 
Mortgage  Association  in  accordance  with  section  302  of  the  Federal 
Xational  Mortgage  Association  Charter  Act  or  to  the  Federal  Fi- 
nancing Bank. 

(2)  Any  loan  so  sold  shall  be  sold  for  an  amount  which  is  equril  (or 
approximately  equal  i  to  the  amount  of  the  unpaid  princij^al  of  such 
loans  as  of  time  of  sale. 

(3)  (A)  The  Secretary  is  authorized  to  enter  into  an  agreement 
with  the  purchaser  of  any  loan  sold  under  this  part  under  which  the 
Secretary  agrees — 

(i)  to  guarantee  to  such  purchaser  (  and  any  successor  in  interest 
to  such  purchaser )  payments  of  the  principal  and  interest  payable 
under  such  loan,  and 
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(ii)  to  pay  as  an  interest  subsidy  to  such  purchaser  (and  any 
successor  in  interest  of  such  purchaser)  amounts  which,  when 
added  to  the  amount  of  interest  payable  on  such  loan,  are  equiva- 
lent to  a  reasonable  rate  of  interest  on  such  loan  as  determined  by 
the  Secretary  after  taking  into  account  the  range  of  prevailing 
interest  rates  in  the  private  market  on  similar  loans  and  the  risks 
assumed  by  the  United  States. 
(B)  Any  agreement  under  subparagraph  (A) — 

(i)  may  provide  that  the  Secretary  shall  act  as  agent  of  any 
such  purchaser,  for  the  purpose  of  collecting  from  the  entity  to 
which  such  loan  was  made  and  paying  over  to  such  purchaser  any 
payments  of  principal  and  interest  payable  by  such  entity  under 
such  loan ; 

(ii)  may  provide  for  the  repurchase  by  the  Secretary  of  any  such 
loan  on  such  terms  and  conditions  as  may  be  specified  in  the 
agreement ; 

(iii)  shall  provide  that,  in  the  event  of  any  default  by  the  entity 
to  which  such  loan  was  made  in  payment  of  principal  or  interest 
due  on  such  loan,  the  Secretary  shall,  upon  notification  to  the 
purchaser  (or  to  the  successor  in  interest  of  such  purchaser) ,  have 
the  option  to  close  out  such  loan  (and  any  obligations  of  the  Secre- 
tary with  respect  thereto)  by  paying  to  the  purchaser  (or  his 
successor  in  interest)  the  total  amount  of  outstanding  principal 
and  interest  due  thereon  at  the  time  of  such  notification ;  and 

(iv)  shall  provide  that,  in  the  event  such  loan  is  closed  out  as 
provided  in  clause  (iii) ,  or  in  the  event  of  any  other  loss  incurred 
by  the  Secretary  by  reason  of  the  failure  of  such  entity  to  make 
payments  of  principal  or  interest  on  such  loan,  the  Secretary  shall 
be  subrogated  to  all  rights  of  such  purchaser  for  recovery  of  such 
loss  from  such  entity. 

(4)  Amounts  received  by  the  Secretary  as  proceeds  from  the  sale  of 
loans  under  this  subsection  shall  be  deposited  in  the  fund  established 
under  subsection  (d). 

(5)  If  any  loan  to  a  public  entity  under  this  part  is  sold  and  guar- 
anteed by  the  Secretary  under  this  subsection,  interest  paid  on  such 
loan  after  its  sale  and  any  interest  subsidy  paid,  under  paragraph  (3) 
( A)  (ii) ,  by  the  Secretary  with  respect  to  such  loan  which  is  received  by 
the  purchaser  of  the  loan  (or  the  purchaser's  successor  in  interest) 
shall  be  included  in  the  gross  income  of  the  purchaser  or  successor  for 
the  purpose  of  chapter  1  of  the  Internal  Revenue  Code  of  1954. 

(d)  (1)  There  is  established  in  the  Treasury  a  loan  and  loan  guaran- 
tee fund  (hereinafter  in  this  subsection  referred  to  as  the  "fund") 
which  shall  be  available  to  the  Secretary  without  fiscal  year  limitation, 
in  such  amounts  as  may  be  specified  from  time  to  time  in  appropriation 
Acts — 

(A)  to  enable  him  to  make  loans  under  this  part, 

(B)  to  enable  him  to  discharge  his  responsibilities  under  loan 
guarantees  issued  by  him  under  this  part, 

(C)  for  payemnt  of  interest  under  section  [1620 (b)  (2)]  1601 
{a)  (2)  (B)  on  loans  guaranteed  under  this  part, 

(D)  for  repurchase  of  loans  under  subsections  (c)(3)(B), 
[and] 
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(E )  for  payment  of  interest  on  loans  which  are  sold  and  guaran- 
teed[.],  and 

(F)  to  enahle  the  Secretary  to  take  the  action  authorized  hy 
subsectmn  (/). 

There  are  authorized  to  be  appropriated  from  time  to  time  such 
amounts  as  may  be  necessary  to  provide  the  sums  required  for  the 
fund.  There  shall  also  be  deposited  in  the  fund  amounts  received  by 
the  Secretary  in  connection  with  loans  and  loan  guarantees  under  this 
part  and  other  property  or  assets  derived  by  him  from  his  operations 
respecting  such  loans  and  loan  guarantees,  including  any  money 
derived  from  the  sale  of  assets. 

(2)  It  at  any  time  the  sums  in  the  funds  are  insufficient  to  enable 
the  Secretary — 

(A)  to  make  pavments  of  interest  under  section  [1620(b)  (2).] 

1601  {a)  {2)  {B),  / 

(B)  to  otherwise  comply  with  guarantees  under  this  part  of 
loans  to  nonprofit  private  entities, 

(C)  in  the  case  of  a  loan  which  was  made,  sold,  and  guaranteed 
under  this  part,  to  make  the  purchaser  of  such  loan  payments  of 
principal  and  interest  on  such  loan  after  default  by  the  entity 
to  which  the  loan  was  made,  or 

(D)  to  repurchase  loans  under  subsection  (c)  (3)  (B),  [and] 

(E)  to  make  payments  of  interest  on  loans  which  are  sold  and 
guaranteed,  and 

(F)  to  enahle  the  Secretary  to  take  the  action  authorized  hy 
suhsection  (/), 

he  is  authorized  to  issue  to  the  Secretary  of  the  Treasury  notes  or  other 
obligations  in  such  forms  and  denominations  bearing  such  maturities, 
and  subject  to  such  terms  and  conditions,  as  may  be  prescribed  by 
the  Secretary  with  the  approval  of  the  Secretary  of  the  Treasury. 
Such  notes  or  other  obligations  shall  bear  interest  at  a  rate  deter- 
mined by  the  Secretary  of  the  Treasury,  taking  into  consideration 
the  current  average  ma'rket  yield  on  outstanding  marketable  obliga- 
tions of  the  United  States  of  comparable  maturities  during  the  month 
preceding  the  issuance  of  the  notes  or  other  obligations.  The  Secre- 
tary of  the  Treasury  shall  purchase  any  notes  and  other  obligations 
issued  under  this  paragraph  and  for  that  purpose  he  may  use  as  a 
public  debt  transaction  the  proceeds  from  the  sale  of  any  securities 
issued  under  the  Second  Liberty  Bond  Act,  and  the  purposes  fov 
which  the  securities  may  be  issued  under  that  Act  are  ext^ended  to 
include  any  purchase  of  such  notes  and  obligations.  The  becretary 
of  the  Treasury  may  at  any  time  sell  any  of  the  notes  or  other  obliga- 
tions acquired' by  him  under  this  paragraph.  All  redemptions,  pur- 
chases, and  sales  by  the  Secretary  of  the  Treasury  of  such  notes  or 
other  obligations  shall  be  treated  as  public  debt  transactions  ot  the 
United  States.  Sums  borrowed  under  this  paragrapn  shall  be  deposited 
in  the  fund  and  redemption  of  such  notes  and  obligations  shall  be 
made  by  the  Secretary  from  the  fund. 

(e)  (1)  The  assets,  commitments,  obligations  and  outstanding  bal- 
ances of  the  loan  guarantee  and  loan  fund  established  in  the  Treasuiy 
by  section  626  shall  be  transferred  to  the  fund  established  b>  .ub.ec- 
tion  (d)  of  this  section. 
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(2)  To  provide  additional  capitalization  for  the  fund  established 
under  subsection  (d)  there  are  authorized  to  be  appropriated  to  the 
fund,  such  sums  as  may  be  necessary  for  the  fiscal  years  ending  June  30, 
1975,  June  30,  1976,  September  30,  1977,  and  September  30,  1978. 

(/)  (i)  The  Secretary  may  take  such  action  a^  may  he  necessary  to 
prevent  a  default  on  a  loan  made  or  guaranteed  under  this  part  or 
under  title  VI,  including  the  loaiver  of  regulatory  conditions,  deferral 
of  loan  payments,  renegotiation  of  loans,  and  the  expenditure  of  funds 
for  technical  and  consultative  assistance,  for  the  temporary  payment 
of  the  interest  and  principal  on  such  a  loan,  and  for  other  purposes. 
Any  such  e.vpem  i-vre  made  under  the  preceding  sentence  on  hehalf 
of  a  medical  facility  shall  he  made  under  such  terms  and  conditions 
as  the  Secretary  shall  prescrihe,  including  the  implementation  of  such 
organizational,  operational,  and  -financial  reforms  as  the  Secretary  de- 
termines are  appropriate  and  the  disclosure  of  such  financial  or  other 
infor-mation  as  the  Secretary  may  require  to  determine  the  extent  of 
the  implementation  of  such  reforms, 

{2)  The  Secretary  may  take  such  action,  consistent  with  State  law, 
as  he  deems  appropriate  to  protect  the  interest  of  the  United  States  in 
the  event  of  a  default  on  a  loan  made  or  guaranteed  under  this  part  or 
under  title  VI,  including  for  a  reasonable  period  of  time  taking  pos- 
session of,  holding,  and  using  real  property  pledged  as  security  for 
such  a  loan  or  loan  guarantee. 

Part  [D]  B — Project  Grants 
project  grants 

Sec.  [1625.]  1610.  (a)  (i)  The  Secretary  may  make  grants  for 
construction  or  modernization  projects  designed  to  [(1)3(^)  elimi- 
nate or  prevent  imminent  safety  hazards  as  defined  by  Federal,  State, 
or  local  fire,  building,  or  life  safety  codes  or  regulations,  or  [(2)  J  (B) 
avoid  noncompliance  with  State  or  voluntary  licensure  or  accredita- 
tion standards.  A  grant  under  this  [subsection]  paragraph  may  only 
be  made  to  a  nonprofit  priimte  entity  or  to  a  State  or  political  sub- 
division of  a  State,  including  any  city,  toAvn,  county,  borough,  hos- 
pital district  authority,  or  public  or  quasi-public  corporation,  for  a 
project  described  in  the  preceding  sentence  for  any  medical  facility 
owned  or  operated  by  [it]  such  entity.  State,  or  political  subdivision 
of  a  State. 

[(b)  An  application  for  a  grant  under  subsection  (a)  may  not  be 
approved  under  section  1604  unless  it  contains  assurances  satisfactory 
to  the  Secretary  that  the  applicant  making  the  application  would  not 
be  able  to  complete  the  project  for  which  the  application  is  submitted 
without  the  grant  applied  for. 

[(c)  The  amount  of  any  grant  under  subsection  (a)  may  not  ex- 
ceed 75  per  centum  of  the  cost  of  the  project  for  which  the  grant  is 
made  unless  the  project  is  located  in  an  area  determined  by  the 
Secretary  to  be  an  urban  or  rural  poverty  area,  in  which  case  the 
grant  may  cover  up  to  100  per  centum  of  such  costs. 

[(d)  Of  the  sums  appropriated  under  section  1613  for  a  fiscal  year, 
there  shall  be  made  available  for  grants  under  subsection  (a)  for  such 
fiscal  year  22  per  centum  of  such  sums.  In  addition  to  the  amounts 
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made  available  for  such  grants  under  the  preceding  sentence  to  be 
appropriated  $67,500,000  for  such  fiscal  year  for  such  grants.] 

(2)  The  amount  of  any  grant  under  paragraph  (1)  may  not  exceed 
75  per  centum  of  the  cost  of  the  project  for  which  the  grant  is  made 
unless  the  project  is  located  in  an  area  determined  hy  the  Secretary  to 
he  an  urhan  or  rural  poverty  areci^  in  which  case  the  grant  may  cover 
up  to  100  per  centum  of  sueh  costs, 

(3)  There  are  authorized  to  he  appropnated  for  grants  under  para- 
graph (i)  SoOflOOfiOO  for  the  fiscal  year  ending  September  30, 
1980,  $oOMO,000  for  the  fiscal  year  ending  September  30,  1981,  and 
SoO  1)00  poo  for  the  fiscal  year  ending  Septemher  30, 1982. 

{h)  (1)  The  Secretary  may  nmke  grants  to  puhlic  and  nonprofit 
entities  for  projects  for  {A)  construction  or  modernization  of  out- 
patient medical  facilities  ichich  are  located  apart  from  hospitals  and 
ichich  will  provide  services  for  medically  underserved  populatiom,  and 
{B)  conversion  of  existing  facilities  into  outpatient  medical  facilities 
or  facilities  for  long-term  care  to  provide  services  for  such  populations. 

(2)  The  amount  of  any  grant  under  paragraph  {1)  may  not  exceed 
80  per  centum  of  the  cost  of  the  project  for  which  the  grant  is  made 
unless  the  project  is  located  in  an  area  determined  hy  the  Secretary 
to  he  an  urhan  or  rural  poverty  area,  in  which  case  the  grant  may  cover 
up  to  100  per  centum  of  such  costs. 

(3)  There  are  authoHzed  to  he  appropriated  for  grants  under  par- 
a.graph  (1)  Slo, 000,000  for  the  fiscal  year  ending  Septemher  30, 1980, 
$15,000,000  for  the  fiscal  year  ending  Septemher  30,  1981,  and  $15,- 
000,000  for  the  fiscal  year  ending  Septemher  30, 1982. 

Part  [E]  C — Gexeral  Proyisioxs 

judicial  review 

[Sec.  1630.  If— 

[(1)  the  Secretary  refuses  to  approve  an  application  for  a 
project  submitted  under  section  1604,  the  State  Agency  through 
which  such  application  was  submitted,  or 

[(2)  any  State  is  dissatisfied  with,  or  any  entity  will  be  ad- 
versely affected  by,  the  Secretary's  action  under  section  1612. 
such  State  or  entity, 
may  appeal  to  the  United  States  court  of  appeals  for  the  circuit  in 
which  such  State  Agency,  State,  or  entity  is  located,  by  filing  a  peti- 
tion with  such  court  within  sixty  days  after  such  action.  A  copy  of 
the  petition  shall  be  forthwith  transmitted  by  the  clerk  of  the  court 
to  the  Secretary,  or  any  officer  desigTiated  by  him  for  that  purpose. 
The  Secretary  thereupon  shall  file  in  the  court  the  record  of  the  pro- 
ceedings on  which  he  based  his  action,  as  provided  in  section  2112  of 
title  28,  United  States  Code.  Upon  the  filing  of  such  petition,  the 
court  shall  have  jurisdiction  to  affirm  the  action  of  the  Secretary  or 
to  set  it  aside,  in  whole  or  in  part,  temporarily  or  permanently,  but 
until  the  filing  of  the  record,  the  Secretary  may  modify  or  set  aside 
his  order.  The  findings  of  the  Secretary  as  to  the  facts,  if  supported  by 
substantial  evidence,  shall  be  conclusive,  but  the  court,  for  good  cause 
shown,  may  remand  the  case  to  the  Secretary  to  take  further  evi- 
dence and  the  Secretary  may  thereupon  make  new  or  modified  findings 


196 


of  fact  and  may  modify  his  previous  action,  and  shall  file  in  the  court 
the  record  of  the  further  proceedings.  Such  new  or  modified  findings 
of  fact  shall  likewise  be  conclusive  if  supported  by  substantial  evi- 
dence. The  judgment  of  the  court  affirming  or  setting  aside,  in  whole 
or  in  part,  any  action  of  the  Secretary  shall  be  final,  subject  to  review 
by  the  Supreme  Court  of  the  United  States  upon  certiorari  or  certifi- 
cation as  provided  in  section  1254  of  title  28,  United  States  Code.  The 
commencement  of  proceedings  under  this  section  shall  not,  unless  so 
specifically  ordered  by  the  Court,  operate  as  a  stay  of  the  Secretary's 
action.] 

GENERAL  REGULATIONS 

Sec.  1620.  The  Secretary  shall  hy  regulation — 

(i)  prescribe  the  manner  in  lohich  he  shall  determine  the  pri- 
ority among  projects  for  which  assistance  is  available  under  part 
A  or  based  on  the  relative  need  of  different  areas  of  such 
projects  and  giving  special  consideration — 

{A)  to  projects  for  medical  facilities  serving  areas  with 
relatively  small  financial  resources  and  for  medical  facilities 
serving  rural  communities^ 

(B)  in  the  case  of  projects  for  modernization  of  medical 
facilities.,  to  projects  for  facilities  serving  densely  populated 
areas^ 

(O)  in  the  case  of  projects  for  construction  of  outpatient 
medical  facilities.,  to  projects  that  loill  be  located  in.,  and 
provide  services  for  residents  of.,  areas  determined  by  the 
Secretary  to  be  rural  or  url)an  poverty  areas., 

(D)  to  projects  designed  to  (i)  eliminate  or  prevent  im- 
minent safety  hazards  as  defined  by  Federal,  State,  or  local 
fire,  building,  or  life  safety  codes  or  regulations,  or  (ii)  avoid 
noncompliance  ivith  State  or  voluntary  licensure  or  accredi- 
tation standards,  and 

(E)  to  projects  for  medical  facilities  which,  alone  or  in 
conjunction  with  other  facilities,  will  provide  comprehen- 
sive health  care,  including  outpatient  and  preventive  care  as 
well  as  hospitalization; 

{2)  prescribe  for  medical  facilities  projects  assisted  under  part 
A  or  B  general  standards  of  construction,  moder-nization,  and 
equipment,  which  standards  may  vary  on  the  basis  of  the  class  of 
facilities  and  their  location;  and 

{3)  prescribe  the  general  manner  in  which  each  entity  which 
receives  financial  assistance  under  part  A  or  B  or  has  received 
financial  assistance  under  part  A  or  B  or  title  VI  shall  be  re- 
quired to  comply  with  the  assurances  required  to  be  made  at  the 
time  such  assistance  ivas  received  and  the  meam  by  lohich  such 
entity  shall  be  required  to  demonstrate  compliance  loith  such 
assurances. 

An  entity  subject^  to  the  requirements  prescribed  pursuant  to  para- 
graph (S)  respecting  compliance  loith  assurances  made  in  connection 
imth  receipt  of  financial  assistance  shall  submit  periodically  to  the 
Secretary  data  and  information  lohich  reasonably  supports  the  entity's 
compliance  with  such  assurances.  The  Secretary  may  not  waive  the 
requirement  of  the  preceding  sentence. 
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APPLICATIONS 

Sec.  1621.  (a)  No  Joan.  Joan  guarantee^  or  grant  may  he  made  under 
part  A  or  B  for  a  medical  facilities  project  unless  an  application  for 
such  project  has  been  submitted  to  and  approved  hy  the  Secretary.  If 
two  or  more  entities  join  in  a  project.,  an  application  for  such  project 
may  he  filed  hy  any  of  such  entities  or  hy  all  of  them. 

(h)  (1)  An  application  for  a  medical  facilities  project  shall  he  suh- 
mitted  in  such  form  and  manner  as  the  Secretary  shall  hy  regulation 
prescribe  and  shall.,  except  a^  provided  in  paragraph  (2),  set  forth — 
(A)  in  the  case  of  a  modernization  project  for  a  medical  fa- 
cility for  continuation  of  existing  health  services^  a  finding  hy 
the  State  agency  of  a  continued  need  for  such  services.,  and.,  in  the 
case  of  any  other  project  for  a  medical  facility^  a  finding  hy  the 
State  Agency  of  the  need  for  the  new  health  services  to  he  pro- 
vided through  the  medical  facility  upon  completion  of  the 
project; 

{B)  in  the  case  of  an  application  for  a  grant ^  assurances  satis- 
factory to  the  Secretary  that  (i)  the  applicant  making  the  appli- 
cation woidd  not  he  ahle  to  complete  the  project  for  ivhich  the 
application  is  submitted  loithout  the  grant  applied  for.,  and  (ii) 
in  the  case  of  a  project  to  construct  a  new  medical  facility^  it 
iDcmld  be  inappropriate  to  convert  an  existing  medical  facility  to 
provide  the  services  to  be  provided  through  the  new  nodical 
facility; 

(C)  a  description  of  the  site  of  such  project; 

(D)  plans  and  specifications  therefor  which  meet  the  require- 
ments of  the  regulations  prescribed  under  section  1620(2) ; 

(E)  reasonable  assurance  that  title  to  such  site  is  or  loill  be 
vested  in  one  or  more  of  the  entities  filing  the  application  or  in  a 
public  or  other  nonprofit  entity  which  is  to  operate  the  facility  on 
confipletion  of  the  project; 

(F)  reasonable  assurance  that  adequate  financial  sujyport  will 
be  available  for  the  completion  of  the  project  and  for  its  mainte- 
nance and  operation  lohen  completed.,  and.  for  the  purpose  of  de- 
termining if  the  requirements  of  this  subparagraph  are  met.  Fed- 
eral assistance  provided  directly  to  a  medical  facility  which  is 
located  in  an  area  determined  hy  the  Secretary  to  be  an  urban  or 
rural  poverty  area  or  through  benefits  provided  individuals  served 
at  such  facility  shall  he  considered  as  financial  support; 

{G)  the  type  of  assistance  being  sought  under  part  A  or  B  for 
the  project; 

{H)  reasonable  assurance  that  all  lahcrrers  and  mechanics  em- 
ployed by  contractors  or  subcontractors  in  the  performance  of 
worh  on  a  project  will  be  paid  ivages  at  rates  not  less  than  those 
prevailing  on  similar  construction  in  the  locality  as  detei-mined  by 
the  Secretary  of  Labor  in  accordance  loith  the  Act  of  March  -i, 
1931  UO  U.S.C'.  276a—276a^5,  known  as  the  Davis-Bacon  Act), 
and  the  Secretary  of  Labor  shall  have  toith  respect  to  such  labor 
standards  the  authority  and  functions  set  foi^th  in  Reorganization 
Plan  Numbered  11^  of  1950  \15  F.R.  3176;  5  U.S.C.  Appendix) 
and  section  2  of  the  Act  of  June  13,  1931^  {W  U.S.C.  276c) ; 

(/)  in  the  case  of  a  project  for  the  construction  or  modernisa- 
tion of  an  outpatient  facility,  reasonable  assurance  that  the  serv- 
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ices  of  a  qeTheral  hospital  loill  he  available  to  patients  at  such 
facility  loho  are  in  need  of  hospital  care;  and 

(J)  reasonable  assurance  that  at  all  times  after  such  application 
is  approved  (i)  the  facility  or  portion  thereof  to  be  constructed, 
modernized^  or  converted  will  be  made  available  to  all  persons  re- 
siding or  employed  in  the  area  served,  by  the  facility^  and  (ii) 
there  ivill  be  made  available  in  the  facility  or  portion  thereof  to 
be  constructed^  modernized^  or  converted  a  reasonable  volume  of 
services  to  persons  unable  to  pay  therefor  and  the  Secretary^  in 
determining  the  reasonableness  of  the  volume  of  services  provided, 
shall  take  into  consideration  the  extent  to  lohich  compliance  is 
feasible  from  a.  financial  vieiopoint. 
{2)  {A)  The  Secretary  may  waive — 

(^)  the  requirements  of  subparagraph  (D)  of  paragraph  (1) 
for  compliance  with  modernization  and  equijmient  standards  pre- 
scribed jmrsuant  to  section  1620  {2)^  and 

{ii)  the  requirement  of  subparagraph  {E)  of  paragraph  (1) 
respecting  title  to  a  project  site, 
in  the  case  of  an  application  for  a  project  described  in  subparagraph 
(B)  of  this  paragraph. 

(B)  A  jyroject  referred  to  in  subparagraph  (J.)  is  a  project — 

(z)  for  the  modernization  of  an  outpatient  medical  facility 
ichich  loill  provide  general  purpose  health  services,  ivhich  is  not 
part  of  a  hospital,  and  which  icill  serve  a  medicalDy  underserved 
population  as  defined  in  section  162^  or  as  designated  by  a  health 
systems  agency,  and 

(ii)  for  tvhich  the  applicant  seeks  a  loan  under  part  A  the  prin- 
cipal amount  of  which  does  not  exceed  $20,000. 

RECOVERY 

Sec.  [1631.]  1622.  (a)  If  any  facility  constructed,  modernized,  or 
converted  with  funds  provided  under  this  title  is,  at  any  time  within 
twenty  years  after  the  completion  of  such  construction,  moderniza- 
tion, or  conversion  with  such  funds — 

(1)  sold  or  transferred  to  any  person  or  entity  (A)  which  is 
not  qualified  to  file  an  application  under  section  [1604  J  1621,  or 
(B)  which  is  not  approved  as  a  transferee  by  the  State  Agency 
of  the  State  in  which  such  facility  is  located,  or  its  successor;  or 

(2)  not  used  as  a  medical  facility,  and  the  Secretary  has  not 
determined  that  there  is  good  cause  for  termination  of  such  use, 

the  United  States  shall  be  entitled  to  recover  from  either  the  trans- 
feror or  the  transferee  in  the  case  of  a  sale  or  transfer  or  from  the 
owner  in  case  of  termination  of  use  an  amount  bearing  the  same  ratio 
to  the  then  value  (as  determined  by  the  agreement  of  the  parties  or  by 
action  brought  in  the  district  court  of  the  United  States  for  the  district 
in  which  the  facility  is  situated)  of  so  much  of  such  facility  as  consti- 
tuted an  approved  project  or  projects,  as  the  amount  of  the  Federal 
participation  bore  to  the  cost  of  the  construction,  modernization,  or 
conversion  of  such  project  or  projects.  Such  right  of  recoA^ery  shall 
not  constitute  a  lien  upon  such  facility  prior  to  judgment. 

(b)  The  Secretary  may  waive  the  recovery  rights  of  the  United 
States  under  subsection  (a)  with  respect  to  a  facility  in  any  Stajte — 
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(1)  if  (  as  determined  under  regrilations  prescribed  bv  the  Sec- 
retary) tlie  amount  wliicli  could  be  recovered  under  subsection  ( a ) 
with  respect  to  snch  facility  is  applied  to  the  development,  expan- 
sion, or  support  of  another  medical  facility  located  in  such  State 
which  has  been  approved  by  the  Statewide  Health  Coordinatmg 
Coimcil  for  such  State  as  consistent  with  the  State  health  plan 
established  ptirsuant  to  section  1521(c) ;  or 

(2  )  if  the  Secretaiy  det ermines,  in  accordance  with  regulations 
that  there  is  good  catise  for  waiving  such  recjuirement  with  respect 
to  such  facility. 

If  the  amotmt  which  the  United  States  is  entitled  to  recover  under 
subsection  (  a  )  exceeds  90  per  centum  of  the  total  cost  of  the  construc- 
tion or  modernization  project  for  a  facility,  a  waiver  under  this  sub- 
section shall  only  apply  with  respect  to  an  amount  which  is  not  more 
than  90  per  centum  of  such  total  cost. 

[sTATeJ  control  of  OPEPwATIOXS 

Sec.  £1632.]  1623.  Except  as  otherwise  speciiically  provided,  nothing 
in  this  title  shall  be  construed  as  conferring  on  any  Federal  officer  or 
employee  the  right  to  exercise  any  supervision  or  control  over  the  ad- 
ministration, personnel,  maintenance,  or  operation  of  any  facility  witli 
respect  to  which  any  fimds  have  been  or  may  be  expended  under  this 
title. 

DZriXITIOXS 

Sec.  £1633.3  I624.  [For  the  purposes  of  this  title]  E:ccept  as  pro- 
vided in  section  lGu2[f)  .for  purposes  of  this  titJe — 

[( 1 )]  The  term  "State"  includes  the  Commonwealth  of  Puerto 
Eico.  the  Northern  Mariana  Islands.  Guam.  American  Samoa, 
the  Trust  Territory  of  the  Pacific  Islands,  the  Virgin  Islands,  and 
the  District  of  Columbia. 

[(  2)  The  term  "Federal  share""  means  the  proportion  of  the 
cost  of  a  medical  facilities  project  which  the  State  Agency  deter- 
mines the  Federal  Government  will  provide  under  allotment 
payments  or  a  loan  or  loan  guarantee  imcler  this  title,  except  that — 
£(  A)  in  the  case  of  a  modernization  project — 

[( i)  described  in  section  1604 ( b")  ( 2")  (  B) .  and  _ 
£(ii)  the  application  for  which  received  a  waiver  un- 
per  section  1 601:  f  b ')  ( 2 ( A ) . 
the  proportion  of  the  cost  of  such  project  to  be  paid  by  the 
Federal  Government  under  allotment  payments  or  a  loan  may 
not  exceed  S2 0.000  and  mav  not  exceed  100  per  centtun  of  the 
first  S6.000  of  the  cost  of  such  project  and  6623  per  centimi 
of  the  next  S21.000  of  such  cost. 

[iB)  in  the  case  of  a  project  (other  than  a  project  de- 
scribed in  subparagraph  (A) to  be  assisted  from  an  allot- 
ment made  under  part  B.  the  proportion  of  the  cost  of  such 
project  to  be  paid  bv  the  Federal  Government  mav  not  exceed 
6623  tmless  the  project  is  located  in  an  area  determined  by  the 
Secretarv  to  be  an  urban  or  rural  poverty  area,  in  which  case 
the  proportion  of  the  cost  of  such  project  to  be  paid  by  the 
Federal  Government  may  be  100  per  centimi.  and 
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[(C)  in  the  case  of  a  project  (other  than  a  project  de- 
scribed in  subparagraph  ( A) )  to  be  assisted  with  a  loan  or 
loan  guarantee  made  under  part  C,  the  principal  amount  of 
the  loan  directly  made  or  guaranteed  for  such  project,  when 
added  to  any  other  assistance  provided  the  project  under 
this  title,  may  not  exceed  90  per  centum  of  the  cost  of  such 
project  unless  the  project  is  located  in  an  area  determined 
by  the  Secretary  to  be  an  urban  or  rural  poverty  area,  in  which 
case  the  principal  amount,  when  added  to  other  assistance  un- 
der this  title,  may  cover  up  to  100  per  centum  of  the  cost  of  the 
project.] 

LV^)1{^)  '^h^  term  "hospital"  includes  general,  tuberculosis, 
and  other  types  of  hospitals,  and  related  facilities,  such  as  lab- 
oratories, outpatient  departments,  nurses'  home  facilities,  ex- 
tended care  facilities,  facilities  related  to  programs  for  home 
health  services,  self -care  units,  and  central  service  facilities,  op- 
erated in  connection  with  hospitals,  and  also  includes  education 
or  training  facilities  for  health  professional  personnel  operated 
as  an  integral  part  of  a  hospital,  but  does  not  include  any  hospital 
furnishing  primarily  domiciliary  care. 

[(4)]|(^)  The  term  "public  health  center"  means  a  publicly 
owned  facility  for  the  provision  of  public  health  services,  including 
related  publicly  owned  facilities  such  as  laboratories,  clinics,  and 
administrative  offices  operated  in  connection  with  such  a  facility. 

[(5)](^)  The  term  "nonprofit"  as  applied  to  any  facility 
means  a  facility  which  is  owned  and  operated  by  one  or  more 
nonprofit  corporations  or  associations  no  part  of  the  net  earnings 
of  which  inures,  or  may  lawfully  inure,  to  the  benefit  of  any  pri- 
vate shareholder  or  individual. 

[(6)3  (•^)  The  term  "outpatient  medical  facility"  means  a  medi- 
cal facility  (located  in  or  apart  from  a  hospital)  for  the  diagnosis 
or  diagnosis  and  treatment  of  ambulatory  patients  (including 
ambulatory  inpatients)  — 

(A)  which  is  operated  in  connection  with  a  hospital, 

(B)  in  which  patient  care  is  under  the  professional  super- 
vision of  persons  licensed  to  practice  medicine  or  surgery 
in  the  State,  or  in  the  case  of  dental  diagnosis  or  treatment, 
under  the  professional  supervision  of  persons  licensed  to 
practice  dentistry  in  the  State ;  or 

(C)  which  offers  to  patients  not  requiring  hospitalization 
the  services  of  licensed  physicians  in  various  medical  special- 
ties and  which  provides  to  its  patients  a  reasonably  full- 
ran2:e  of  diagnostic  and  treatment  services. 

Z('^)'l{'5)  The  term  "rehabilitation  facility"  means  a  facility 
which  is  operated  for  the  primary  purpose  of  assisting  in  the 
rehabilitation  of  disabled  persons  through  an  integrated  pro- 
gram of — 

(A)  medical  evaluation  and  services,  and 

(B)  psychological,  social,  or  vocational  evaluation  and 
services, 

under  competent  professional  supervision,  and  in  the  case  of 
which  the  maior  i:)ortion  of  the  required  evaluation  and  services 
is  furnished  within  the  facility ;  and  either  the  facility  is  operated 
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in  connection  witli  a  hospital,  or  all  medical  and  related  health 
services  are  prescribed  by,  or  are  under  the  general  direction  of, 
persons  licensed  to  practice  medicine-  or  surgery  in  the  State. 

Cl^j!l  (^)  The  term  ''facility  for  long-term  care-'  means  a 
facility  (including  a  skilled  nursirg  or  intermediate  care  facility) 
providing  in-patient  care  for  convalescent  or  chronic  disease 
patients  who  required  skilled  nursing  or  intermediate  care  and 
related  medical  services — 

(A)  which  is  a  hospital  (other  than  a  hos^^ital  primarily 
for  the  care  and  treatment  of  mentally  ill  or  tuberculosis 
patients)  or  is  operated  in  connection  with  a  hospital,  or 

(B)  in  which  such  care  and  medical  services  are  prescribed 
by,  or  are  performed  tmcler  the  general  direction  of.  persons 
licensed  to  practice  medicine  or  surgery  in  the  State. 

C(^)l  (")  The  term  "construction''  means  construction  of 
new  buildings  and  initial  equipment  of  such  buildings  and.  in 
any  case  in  which  it  will  help  to  provide  a  service  not  previously 
provided  in  the  community,  equipment  of  any  building's ;  including 
architects'  fees,  but  excluding  the  cost  of  off-site  improvements 
and.  except  with  respect  to  public  health  centers,  the  cost  of  the 
acc|uisition  of  land. 

£(  10)]  (  8)  The  term  "cost"  as  applied  to  construction  moderni- 
zation, or  conversion  means  the  amount  fomid  by  the  Secretary' 
to  be  necessary  for  construction,  modernization,  or  conversion, 
respectively,  imder  a  project,  except  that,  in  the  case  of  a  moderni- 
zation project  or  a  project  assisted  itnder  part  D,  such  term  does 
not  include  any  amoimt  found  by  the  Secretary  to  be  attribtitable 
to  expansion  of  the  bed  capacity  of  any  facility. 

£(  11 )]  (9)  The  term  "modernization-'  includes  the  alteration, 
expansion,  major  repair  (to  the  extent  permitted  by  regulations), 
remodeling,  replacement,  and  renovation  of  existing  buildings 
(including  initial  equipment  thereof),  and  the  replacement  of 
obsolete  equipment  of  existing  buildings. 

[(12)3  i^^)  The  term  "title,"  when  used  with  reference  to  a 
site  for  a  project,  means  a  fee  simple,  or  stich  other  estate  or 
interest  (including  a  leasehold  on  which  the  rental  does  not 
exceed  4  per  centum  of  the  valtte  of  the  land)  as  the  Secretary 
finds  sufficient  to  assure  for  a  period  of  not  less  than  twenty-five 
years'  undisturbed  use  and  possession  for  the  purpose  of  con- 
struction, modernization,  or  conversion  and  operation  of  the  proj- 
ect for  a  period  of  not  less  than  (A)  twenty  years  in  the  case  of  a 
project  assisted  under  an  allotment  or  grant  under  this  title,  or 
(B)  the  term  of  repayment  of  a  loan  made  or  guaranteed  under 
this  title  in  the  case  of  a  project  assisted  by  a  loan  or  loan 
guarantee. 

[(13]  ill)  The  term  "medical  facilitv"  means  a  hospital, 
public  health  center,  outpatient  medical  facility,  rehabilitation 
facilitv.  facility  for  long-term  care,  or  other  facility  (as  may  be 
desio-nated  by  the  Secretary)  for  the  provision  of  health  care  to 
ambulatory  patients. 

[(1-1)]  '(13)  The  term  "State  Agency"  means  the  btate  health 
plannino-  and  development  agency  of  a  State  designated  under 
title  XV. 
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r(15)]  {13)  The  term  "urban  or  rural  poverty  area"  means 
an  urban  or  rural  geographical  area  (as  defined  by  the  Secretary) 
in  which  a  percentage  (as  defined  by  the  Secretary  in  accordance 
with  the  next  sentence)  of  the  residents  of  the  area  have  mcomes 
below  the  poverty  level  (as  defined  by  the  Secretary  of  Com- 
merce). The  percentage  referred  to  in  the  preceding  sentence  shall 
be  defined  so  that  the  percentage  of  the  population  of  the  United 
States  residing  in  urban  and  rural  poverty  areas  is — 

(A)  not  more  than  the  percentage  of  the  total  population 
of  the  United  States  with  incomes  below  the  poverty  level 
(as  so  defined)  plus  five  per  centum,  and 

(B)  not  less  than  such  percentage  minus  five  per  centum. 
[(16)]  {H)  The  term  "medically  underserved  population" 

means  the  population  of  an  urban  or  rural  area  designated  by  the 
Secretary  as  an  area  with  a  shortage  of  health  facilities  or  a  popu- 
lation group  designated  by  the  Secretary  as  having  a  shortage  of 
such  facilities. 

FINANCIAL  statements;  EECORDS  AND  AUDIT 

Sec.  [1634.]  1625.  (a)  In  the  case  of  any  facility  for  which  an  allot- 
ment payment,  grant,  loan,  or  loan  guarantee  has  been  made  under  this 
title,  the  applicant  for  such  payment,  grant,  loan,  or  loan  guarantee 
(or,  if  appropriate,  such  other  person  as  the  Secretary  may  prescribe) 
shall  file  at  least  annually  with  the  State  Agency  for  the  State  in  which 
the  facility  is  located  a  statement  w^hich  shall  be  in  such  form,  and 
contain  such  information,  as  the  Secretary  may  require  to  accurately 
show — 

( 1 )  the  financial  operations  of  tlie  facility,  and 

(2)  the  costs  to  the  facility  of  providing  health  services  in  the 
facility  and  the  charges  made  by  the  facility  for  providing  such 
services, 

during  the  period  with  respect  to  which  the  statement  is  filed. 

(b)  (1)  Each  entity  receiving  Federal  assistance  under  this  title 
shall  keep  such  records  as  the  Secretary  shall  prescribe,  including 
records  which  fully  disclose  the  amount  and  disposition  by  such  entity 
of  the  proceeds  of  such  assistance,  the  total  cost  of  the  project  in  con- 
nection with  which  such  assistance  is  given  or  used,  the  amount  of  that 
portion  of  the  cost  of  the  project  supplied  by  other  sources,  and  such 
other  records  as  will  facilitate  an  effective  audit. 

(2)  The  Secretary  and  the  Comptroller  General  of  the  United 
States,  or  any  of  their  duly  authorized  representatives,  shall  have 
access  for  the  purpose  of  audit  and  examination  to  any  books,  docu- 
ments, papers,  and  records  of  such  entities  which  in  the  opinion  of  the 
Secretary  or  the  Comptroller  General  may  be  related  or  pertinent  to 
the  assistance  referred  to  in  paragraph  ( 1 ) . 

(c)  Each  such  entity  shall  file  at  least  annually  with  the  Secretary 
a  statement  which  shall  be  in  such  form,  and  contain  such  information, 
as  the  Secretary  may  require  to  accurately  show — 

(1)  the  financial  operations  of  the  facility  constructed  or  mod- 
ernized with  such  assistance,  and 

(2)  the  costs  to  such  facility  of  providing  health  services  in 
such  facility,  and  the  charges  made  for  such  services,  during  the 
period  with  respect  to  which  the  statement  is  filed. 
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TFXHNICAL  ASSISTANCE 

Sec.  [1635.]  1626.  The  Secretary  shall  provide  (either  through  the 
Department  of  Health,  Education,  and  Vv'eiiare  or  by  contract;  ail 
necessary  technical  and  other  nonfinancial  assistance*^  to  any  public 
or  other  nonprofit  entity  which  is  eligible  to  apply  for  assistance 
under  this  title  to  assist  such  entity  in  developing  applications  to  be 
submitted  to  the  Secretary  under  section  [1604].  1621.  The  Secre- 
tary shall  make  every  effort  to  inform  eligible  applicants  of  the  avail- 
ability of  assistance  under  this  title. 

ENFORCEMENT  OF  ASSURANCES 

Sec.  1627.  The  Secretary  shall  investigate  and  ascertain^  on  a  pe- 
reiodic  basis,  with  respect  to  each  entity  which  is  receiving  financial 
assistance  under  this  title  or  lohich  has  received  financial  assistance 
under  title  VI  or  this  title,  the  extent  of  compliance  hy  such  entity 
with  the  assurances  required  to  he  made  at  the  time  such  assistance  was 
received.  If  the  Secretary  finds  that  such  an  entity  has  failed  to  com- 
ply with  any  such  assurance,  the  Secretary  shall  report  such  noncom- 
pliance to  the  health  systems  agency  for  the  health  service  area  in 
lohich  such  entity  is  located  and  the  State  health  planning  and  de- 
velopment agency  of  the  State  in  which  the  entity  is  located  and 
shall  take  amy  action  authorized  hy  law  {iiwluding  an  action  for 
specific  performance  hrought  hy  the  Attorney  General  upon  request 
of  the  Secretary)  ivhich  loill  effect  compliance  hy  the  entity  loith 
such  assurances.  An  action  to  effectuate  compliance  with  any  such 
assurance  may  he  hrought  hy  a  person  other  than  the  Secretary  only 
if  a  complofint  has  heen  filed  hy  such  person  loith  the  Secretary 
and  the  Secretary  has  dismissed  such  complaint  or  the  Attorney 
General  has  not  hrought  a  civil  action  for  compliance  loith  such 
assurance  ivithin  6  mo  nths  after  the  date  on  ivhich  the  complaint 
teas  filed  ivith  the  Secretary. 

Part  [F]  D — Area  Health  Services  De\t:lopmext  Funds 

developmext  grants  for  area  health  services  development  funds 

Sec.  1640.  (a)  The  Secretary  shall  make  in  each  fiscal  year  a  grant 
to  each  health  systems  agency — 

(1)  with  which  there  is  in  effect  a  designation  agreement  under 
section  1515(c), 

(2)  which  has  in  effect  an  HSP  and  AIP  reviewed  by  the  State- 
wide Health  Coordinating  Council,  and 

(3)  which,  as  determined  under  the  review  made  under  sec- 
tion 1535(c),  is  organized  and  operated  in  the  manner  prescribed 
by  section  1512(b)  and  is  performing  its  functions  under  section 
1513  in  a  manner  satisfactory  to  the  Secretary, 

to  enable  the  agency  to  establish  and  maintain  an  Area  Health  Serv- 
ices Development  Fund  from  which  it  may  make  grants  and  enter 
into  contracts  in  accordance  with  section  1513  (c)(3). 

(b)  (1)  Except  as  provided  in  paragraph  (2).  the  amount  of  any 
grant  under  subsection  (a)  shall  be  determined  by  the  Secretary  after 
taking  into  consideration  the  population  of  the  health  service  area 
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for  which  the  health  systems  agency  is  designated,  the  average  family 
income  of  the  area,  and  the  supply  of  health  services  in  the  area. 

(2)  The  amount  of  any  grant  under  subsection  (a)  to  a  health 
systems  agency  for  any  fiscal  year  may  not  exceed  the  produce  of 
$1  and  the  population  of  the  health  service  area  for  which  such  agency 
is  designated. 

(c)  No  grant  may  be  made  under  subsection  (a)  unless  an  applica- 
tion therefor  has  been  submitted  to,  and  approved  by,  the  Secretary. 
Such  an  application  shall  be  sumitted  in  such  form  and  manner  and 
contain  such  information  as  the  Secretary  may  require. 

(d)  For  the  purpose  of  making  payments  pursuant  to  grants  under 
subsection  (a),  there  are  authorized  to  be  appropriated  $25,000,000 
for  the  fiscal  year  ending  June  30,  1975,  $75,000,000  for  the  fiscal  year 
ending  June  30,  1976,  [and]  $120,000,000  each  for  the  fiscal  years 
ending  September  30,  1977,  and  September  30,  1978,  $25,000,000  for 
the  fiscal  year  ending  September  30, 1980,  $1^0,000,000  for  the  fiscal  year 
ending  Sejytemher  30^  1981,  and  $60,000,000  for  the  fiscal  year  ending 
September  30, 1982, 

Part  E — Program  To  Assist  and  Encourage  the  Discontinuance  of 
Unneeded  Hospital  Services 

establishment  of  program 

Sec.  IG^l.  The  Secretary  shall  establish  a  program  under  ivhich 
grants  and  technical  assistance  may  he  provided  to  hospitals  to  assist 
and  encourage  them  to  discontinue  the  provision  of  unneeded  hospital 
services, 

GRANTS 

Sec.  1642.  (a)  Under  the  program  established  under  section  IGJfl, 
the  Secretary  may  nvake  grants  to  hospitals  in  operation  on  the  date 
of  the  enactment  of  this  part  to  assist  the  hospitals  in  discontinuing 
the  provision  of  unneeded  impatient  hospital  services  or  all  hospital 
services. 

(b)  (1)  A  grant  under  subsection  (a)  shall  be  subject  to  su^h  terms 
and  condtions  as  the  Secretary  may  by  regulation  prescribe  to  assure 
that  the  grant  is  used  for  the  purpose  for  which  it  %cas  made. 

(2)  The  amount  of  any  grant  under  subsection  (a)  shall  be  deter- 
mined by  the  Secretary.  The  recipient  of  a  grant  may  use  the  grant — 
(J.)  in  the  case  of  a  grantee  which  discontinues  the  provision  of 
all  hospital  services,  for  the  liquidation  of  the  outstanding  debt  on 
the  facilities  of  the  grantee  used  for  the  provision  of  the  services; 

(B)  in  the  case  of  a  grantee  which  in  discontinuing  the  provi- 
sion of  an  inpatient  hospital  service  converts  or  proposes  to  con- 
vert an  identifiable  part  of  a  hospital  facility  used  in  the  provision 
of  the  discontinued  service  to  the  delivery  of  another  health  serv- 
ice, for  the  planning,  development  {including  construction  and 
acquisition  of  equipment),  and  delivery  of  the  health  service; 

(O)  to  provide  reasonable  termination  pay  for  personnel  of  the 
grantee  who  loill  lose  employment  because  of  the  discontinuance 
of  hospital  services  made  by  the  grantee,  retraining  of  such  per- 
sonnel, assisting  such  personnel  in  securing  employment,  and  other 
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costs  of  implementing  arrangements  described  in  subsection  {d) ; 
and 

{D)  for  such  other  costs  which  the  Secretary  determines  may 
need  to  he  incurred  by  the  grantee  in  discontinuing  hospital 
services. 

(c)  (1)  No  grant  may  be  made  under  subsection  (a)  unless  an  appli- 
cation therefor  is  submitted  to  and  approved  by  the  Secretary.  Such  an 
application  shall  be  in  such  form  and  submitted  in  such  manner  as  the 
Secretary  may  prescribe  and  shall  include — 

{A)  a  description  of  each  service  to  be  discontinued  and^  if  a 
part  of  a  hospital  is  to  be  converted  to  another  u^e  in  conrvection 
with  such  discontinuance.,  a  description  of  such  part,' 

(B)  an  evaluation  of  the  inpcwt  of  such  discontinuance  and  con- 
version on  the  provision  of  health  care  in  the  health  service  area  in 
which  such  service  is  provided; 

{€)  an  estimate  of  the  change  in  the  applicants  costs  which  will 
result  from  such  discontinuance  and  conversion;  and 
(D)  such  other  information  as  the  Secretary  may  require. 
{2)  {A)  The  health  systems  agency  for  the  health  service  area  in 
which  is  located  an  applicant  for  a  grant  under  subsection  {a)  shall 
(i)  in  making  the  review  of  the  applicants  application  under  section 
1513 {e)^  determine  the  need  for  each  service  proposed  to  be  discon- 
tinued by  the  applicant^  in  the  case  of  an  application  for  the  conversion 
of  a  facility.,  determine  the  need  for  each  service  which  will  be  pro- 
vided a^s  a  result  of  the  conversion^  and  (Hi)  make  a  reCom/mendation 
to  the  State  Agency  for  the  State  in  which  the  applicant  is  located'  re- 
specting approval  by  the  Secretary  of  the  applicants  application. 

(B)  A  State  agency  lohich  has  received  a  recommendation  from  a 
health  systems  agency  under  subparagra.ph  {A)  respecting  an  appli- 
cation shall.,  after  consideration  of  such  recomm.endation^  make  a  rec- 
ommendation to  the  Secretary  respecting  the  approval  by  the  Secre- 
tary of  the  application.  A  State  Agency'' s  recommendation  under  this 
subparagraph  respecting  the  approval  of  an  application  (i)  shall  be 
based  upon  (/)  the  need  for  each  service  proposed  to  be  discontinued 
by  the  applicant^  {II)  in  the  case  of  an  application  for  the  conversion 
of  a  facility^  the  need  for  each  service  which  will  be  provided  as  a 
result  of  the  conversion^  a,nd  {III)  such  other  criteria  as  the  Secretary 
may  prescribe^  and  {ii)  shall  be  accompanied  by  the  health  systems 
agency  recommendations  made  with  respect  to  the  approval  of  the 
approval  of  the  application. 

{3)  {A)  The  Secretary  may  not  approve  an  a,pplication  for  a  grant 
under  subsection  {a)  — 

(^)  if  a  State  Agency  recommended  that  the  application 
not  be  approved.,  or 

{ii)  if  the  secretary  is  unable  to  determ  ine  that  the  cost  of  pro- 
vidim^g  inpatient  health  services  in  the  health  sei^vice  area  in  which 
the  applicant  is  located  loill  be  les  than  if  the  inpatient  health 
services  proposed  to  be  discontinued  toere  not  discontinued. 
{B)  In  considering  applications  for  gran ts  under  subsectio n  {a)  the 
Secretary  shall  consider  the  recommendations  of  health  systems  aacn- 
cies  and  State  Agencies  and  shall  give  special  consideration  to  applica- 
tions (^)  ichich  icill  assist  health  syste^ns  agencies  and  State  Agencies 
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to  meet  the  goals  in  their  health  systems  plans  and  State  health  plans^ 
or  (ii)  which  will  result  in  the  greatest  reducMon  In  hospital  costs 
within  a  health  service  area. 

(d)  (1)  Except  as  provided  in  paragraph  (S),  the  Secretary  may 
not  approve  an  application  submitted  under  subsection  (c)  unless  the 
Secretary  of  Labor  haSy  in  acordance  tvith  paragraph  (3),  reviewed 
the  application  and  notified  the  Secretary  that  the  applicant  has  pro- 
vided satisfactory  assurances  that  the  applicant  will  implement  fair 
and.  equitable  arrangements  for  the  protection  of  the  applicants  em- 
ployees who  will  be  affected  by  a  discontinuance  of  hospital  services^ 
including,  where  appropriate,  arrangements  for  the  payment  of  rea- 
sonable termination  pay,  provision  of  retraining^  and  provision  for 
priorities  in  reemployment  by  the  applicant. 

{2)  The  Secretary  of  Labor  shall  by  regulation  prescribe  guidelines 
for  arrangements  for  the  protection  of  the  interests  of  employees  af- 
fected by  the  discontinuance  of  hospital  services.  The  Secretary  of 
Labor  shall  consult  with  the  Secretary  of  Llealth^  Education^  and  Wel- 
fare in  the  promulgation  of  such  guidelines.  Such  guidelines  shall  first 
be  promulgated  not  later  than  the  promulgation  of  regulations  by  the 
Secretary  for  the  administration  of  the  grants  authorized  by  subsec- 
tion (a). 

{3)  The  Secretary  of  Labor  shall  review  each  application  submitted 
under  subsection  (c)  to  determine  if  the  assurances  described  in  para- 
graph (1)  have  been  provided  with  the  application  and  if  they  are 
satisfactory  and  shall  notify  the  Secretary  respecting  his  determina- 
tion. Such  review  shall  be  completed  wtihin — 

(A)  ninety  days  from  the  date  of  the  receipt  of  the  application 
from  the  Secretary  of  Healthy  Education^  and  Welfare^  or 

(B)  one  hundred  and  twenty  days  from  such  date  if  the  Sec- 
retary of  Labor  has  by  regulation  prescribed  the  circumstances 
under  tvhich  the  review  will  require  at  least  OThe  hundred  and 
twenty  days. 

If  within  the  applicable  "period^  the  Secretary  of  Labor  does  not  notify 
the  Secretary  of  Healthy  Education.,  and  Welfare  respecting  his  deter- 
mination., the  Secretary  of  Healthy  Education,  and  Welfare  shall  re- 
vieiD  the  application  to  determine  if  the  applicant  has  provided  the 
assurances  described  in  paragraph  {!)  and  if  such  a^ssurances  are 
satisfactory.  The  Secretary  may  not  approve  the  application  unless 
he  determines  that  such  assurances  have  been  provided  and  that  they 
are  satisfactory. 

(e)  The  records  and  audits  requirements  of  section  705  shall  apply 
unth  resvect  to  grants  made  under  subsection  (a) . 

(/)  For  purposes  of  this  part,  the  term  ^''hospitaV  means,  loith  re- 
spect to  any  fiscal  year.,  an  institution  {including  a  distinct  part  of  an 
institution  participating  in  the  programs  established  under  title 
XVIII  of  the  Social  Security  Act)  — 

(1)  which  satisfies  paragraphs  (1)  and  (7)  of  section  16S1  (e) 
of  such  Act. 

(2)  imposes  charges  or  accepts  payments  for  services  provided 
to  patients^  and 

(3)  the  average  duration  of  a  vatienfs  stay  in  which  was  thirty 
days  or  less  in  the  preceding  fiscal  year, 
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hut  su-ch  tei^n  does  not  include  a  Federal  hospital  or  a  psychiatric 
hospital  {as  described  in  section  1861  {f)  {1}  of  the  jSoaal  Security 
Act) . 

AUTHORIZATIOX   OF  APPROPRIATIOXS 

Sec.  1643.  To  make  payments  under  grants  under  section  1642 [a) 
there  are  authorized  to  he  appropriated  $50,000^00  for  the  fiscal  year 
ending  September  30, 1980.  S/o/JOOjOOO  for  the  fiscal  year  ending  Sep- 
temher  30, 1981.  and  S100,000/)00  for  the  fiscal  year  ending  Sej)temher 
30,1982. 

*  4:  4:  *  «  * 


Sectiox  303  OF  THE  CoMPREHEXsn'E  Alcohol  Abuse  axd  Alcoiiol- 
iSiT  Pre\t:xtiox.  Treatmext,  axd  Rehabilitatiox  Act  of  1970 

state  plans 

Sec.  303.  (a)  Any  State  desiring  to  participate  in  this  part  shall 

submit  a  State  plan  for  carrying  out  its  purposes.  Such  plan  must — 
^■j^'^  *  *  * 

*  «  4:  *  4«  4«  * 

(16)  contain  such  additional  information  and  assurance  as  the 
Secretary  may  find  necessary  to  carry  out  the  iDrovisions  and  pur- 
poses of  this  part. 

Su^h  plan  shall  he  consistent  with  the  State  health  plan  in  effect  for 
sux)h  State  under  section  1524{c)  of  the  Puhlic  Health  Service  Act. 
Each  State  plan  shall  pertain  to  the  twelve-month  period  of  the  State 
fiscal  year  which  commences  in  the  calendar  year  in  which  the  plan 
is  submitted  and  shall  be  submitted  not  later  than  July  31  of  each 
calendar  year. 

*  4«  *  4:  4:  «  * 


Secttox  409  OF  THE  Drug  Abuse  Office  axd  Treatmext  Act  of  1972 

§409.  Formula  grants. 

(a)  *  *  * 

4:  «  *  «  «  «  « 

(e)  Any  State  desiring  to  receive  a  grant  under  subsection  (b)  (2)  or 
(b)  (3)  of  this  section  shall  submit  to  the  Secretary,  not  later  than 
July  31  of  each  calendar  year,  a  State  plan  for  planning,  establishing, 
conducting,  and  coordinating  projects  for  the  development  of  more 
effective  drug  abuse  prevention  functions  in  the  State  and  for  evalu- 
ating the  conduct  of  such  functions  in  the  State.  Each  State  plan  shall 
pertain  to  the  twelve-month  period  of  the  State  fiscal  year  which 
commences  in  the  calendar  year  in  which  it  is  required  to  be  submitted, 
and 
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(1)  designate  or  establish  a  single  State  agency  as  the  sole 
agency  for  the  preparation  and  administration  of  the  plan,  or  for 
supervising  the  preparation  and  administration  of  the  plan; 

SjS  ^  3|»  ^  "f^  SfS 

(13)  contain  such  additional  information  and  assurance  as  the 
Secretary  may  find  necessary  to  carry  out  the  provisions  of  this 
section. 

sjt  sfc  ^  sjc  ^  sf: 

Such  plan  shall  he  consistent  with  the  State  health  plan  in  effect  for 
such  State  under  secticm  152Jf{c)  of  the  Public  Health  Service  Act. 


Community  Mental  Health  Centers  Act 
Part  A — Planning  and  Operations  Assistance 

GENERAL  PROVISIONS  RESPECTING  GRANTS  UNDER  THIS  PART 

Sec.  206.  (a)[(l)]  No  grant  may  be  made  under  this  part  to  any 
entity  or  community  mental  health  center  in  any  State  [unless  a  State 
plan  for  the  provision  of  comprehensive  mental  health  services  within 
such  State  has  been  submitted  to,  and  approved  by,  the  Secretary  un- 
der section  237J  for  a  fiscal  year  ending  after  September  30^  1981^  un- 
less a  State  health  plan  meeting  the  requirements  of  section  162^  of  the 
Public  Health  Service  Act  is  in  effect  for  such, State. 

•ji  9]C  sfc  sjc  SfC  9{C  SfC 

Part  C — Facilities  Assistance 

Sf*  9fC  9fS  Sf(  Sfs  ^  Sfs 

APPROVAL  or  PROJECTS 

Sec.  222.  (a)  For  each  project  for  a  community  mental  health  center 
facility  [pursuant  to  a  State  plan  approved  under  section  237],  there 
shall  be  submitted  to  the  Secretary,  through  the  State  agency  of  the 
State,  an  application  by  the  State  or  a  political  subdivision  thereof 
or  by  a  public  or  other  nonprofit  agency.  If  two  or  more  such  agencies 
join  in  the  project,  the  application  may  be  filed  by  one  or  more  of  such 
agencies.  Such  application  shall  set  forth — 

(1)  a  description  of  the  site  for  such  project; 

(2)  plans  and  specifications  therefor  in  accordance  with  the 
regulations  prescribed  by  the  Secretary  under  section  236; 

(3)  except  in  the  case  of  a  leasing  project,  reasonable  assurance 
that  title  te  such  site  is  or  will  be  vested  in  one  or  more  of  the 
agencies  filing  the  application  or  in  a  public  or  nonprofit  private 
agency  which  is  to  operate  the  community  mental  health  center; 
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(4)  reasonable  assurance  that  adequate  financial  support  will 
be  available  for  the  project  and  for  its  maintenance  and  operation 
when  completed ; 

(5)  reasonable  assurance  that  all  laborers  and  mechanics  em- 
ployed by  contractors  or  subcontractors  in  the  performance  of 
work  on  a  construction  or  remodeling  project  will  be  paid  wages 
at  rates  not  less  than  those  prevailing  on  similar  construction'^in 
the  locality  as  determined  by  the  Secretary  of  Labor  in  accordance 
with  the  Act  of  March  3,  1931  (40  U.S.C.  276a— 276a-5,  known 
as  the  Davis-Bacon  Act),  and  the  Secretary  of  Labor  ^lall  have 
with  respect  to  such  labor  standards  the  authority  and  functions 
set  forth  in  Reorganization  Plan  Numbered  14  of  1950  (15  F.R. 
3176 ;  5  U.S.C.  Appendix)  and  section  2  of  the  Act  of  June  13, 1934 
(40  U.S.C.  276c) ; 

(6)  a  certification  by  the  State  agency  of  the  Federal  share  for 
the  project;  and 

(7)  the  assurances  described  in  section  206(c). 

Each  applicant  shall  be  afforded  an  opportunity  for  a  hearing  before 
the  State  agency  respecting  its  application.  For  purposes  of  para- 
graph (3),  the  term  ''title''  means  a  fee  simple  or  such  other  estate 
or  interest  (including  a  leasehold  on  which  the  rental  does  not  exceed 
4  per  centum  of  the  value  of  the  land)  as  the  Secretary  finds  sufficient 
to  assure  for  a  period  of  not  less  than  fifty  years  undisturbed  use  and 
possession  for  the  purposes  of  acquisition,  remodeling,  construction, 
or  expansion  of  a  facility  and  its  operation. 

(b)  The  Secretary  shall  approve  an  application  submitted  in  ac- 
cordance with  subsection  (a)  if — 

(1)  sufficient  funds  to  pay  the  Federal  share  for  the  project  for 
which  the  application  was  submitted  are  available  from  the 
allotment  to  the  State; 

(2)  the  Secretary  finds  that  the  application  meets  the  applicable 
requirements  of  subsection  (a)  [and  the  community  mental  health 
center  for  which  the  application  was  submitted  will  meet  the 
requirements  of  the  State  plan  (under  section  237)  of  the  State  in 
which  the  project  is  located] ;  and 

(3)  the  Secretary  finds  that  the  application  has  been  approved 
and  recommended  by  the  State  agency  and  is  entitled  to  priority 
over  other  projects  within  the  Statef,]  as  determined  [under] 
hy  the  State  [plan.]  agency. 

Xo  application  shall  be  disapproved  by  the  Secretary  until  he  has 
afforded  the  State  agency  an  opportunity  for  a  hearing.  The  Secretary 
may  not  approve  an  application  under  this  part  for  a  project  for  a 
facility  for  communitv  mental  health  center  or  other  entity  which 
received  a  grant  unde^  section  220,  242,  248,  251,  256,  264.  or  271  of 
this  title  (as  in  effect  before  the  date  of  the  enactment  of  the  Com- 
munity Mental  Health  Centers  Amendments  of  1975)  from  a]>piopria- 
tions  for  a  fiscal  year  ending-  before  July  1,  1975,  unless  the  Secretaiy 
determines  that  the  application  is  for  a  proiect  for  a  center  or  entity 
which  upon  completion  of  such  project  will  be  able  to  signihcantlv 
expand  its  services  and  which  demonstrates  exceptional  financial  need 
for  assistance  under  this  part  for  such  project.  Amendment  ot  any 
approved  application  shall  be  subject  to  approval  ni  the  same  manner 
as  an  original  application. 
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PAYMENTS 

Sec.  223.  (a)  *  *  * 

******* 
(c)  (1)  If  the  Secretary  finds  that — 

(A)  a  State  agency  is  not  substantially  complying  [with  the 
provisions  required  by  section  237  to  be  in  a  State  plan  or]  with 
regulations  issued  under  section  236 ; 

(B)  any  assurance  required  to  be  in  an  application  filed  under 
section  222  is  not  being  carried  out ;  or 

(C)  there  is  substantial  failure  to  carry  out  plans  and  specifica- 
tions approved  by  the  Secretary  under  section  222  £;  or], 

[(D)  adequate  State  funds  are  not  being  provided  annually  for 
the  direct  administration  of  a  State  plan  approved  under  section 
237,1 

the  Secretary  may  take  the  action  authorized  under  paragraph  (2) 
of  this  subsection  if  the  finding  was  made  after  reasonable  notice  and 
an  opportunity  for  hearing  to  the  involved  State  agency. 

(2)  If  the  Secretary  makes  a  finding  described  in  paragraph  (1), 
he  may  notify  the  involved  State  agency,  which  is  the  subject  of  the 
finding  or  which  is  connected  with  a  project  or  State  plan  which  is  the 
subject  of  the  finding,  that — 

(A)  no  further  payments  will  be  made  to  the  State  from  allot- 
ments under  section  227 ;  or 

(B)  no  further  payments  will  be  made  from  allotments  under 
section  227  for  any  project  or  projects  designated  by  the  Secretary 
as  being  affected  by  the  action  or  inaction  referred  to  in  sub- 
paragraph (A),  (B),  [(C),  or  (D)]  or  {C)  of  paragraphs  (1), 

as  the  Secretary  may  determine  to  be  appropriate  under  the  circum- 
stances; and,  except  with  regard  to  any  project  for  which  the  appli- 
cation has  already  been  approved  and  which  is  not  directly  affected, 
further  payments  from  such  allotment  may  be  withheld,  in  whole  or 
in  part,  until  there  is  no  longer  any  failure  to  comply  (or  to  carry  out 
the  assurance  or  plans  and  specifications  or  to  provide  adequate  State 
funds,  as  the  case  may  be)  or,  if  such  compliance  (or  other  action)  is 
impossible,  until  the  State  repays  or  arranges  for  the  repayment  of 
Federal  moneys  to  which  the  recipient  was  not  entitled. 

JUDICIAL  REVIEW 

Sec.  224.  If— 

(1)  the  Secretary  refuses  to  approve  an  application  for  a  proj- 
ect submitted  under  section  222,  the  State  agency  through  which 
such  application  was  submitted,  or 

(2)  any  State  is  dissatisfied  with  the  Secretary's  action  under 
section  223(c)  [or  237(c)],  such  State, 

may  appeal  to  the  United  States  court  of  appeals  for  the  circuit  in 
which  such  State  agency  or  State  is  located,  by  filing  a  petition  with 
such  court  within  sixty  days  after  such  action.  A  copy  of  the  petition 
shall  be  forthwith  transmitted  by  the  clerk  of  the  court  to  the  Secre- 
tary, or  any  officer  designated  by  him  for  that  purpose.  The  Secretary 
thereupon  shall  file  in  the  court  the  record  of  the  proceedings  on  which 
he  based  his  action,  as  provided  in  section  2112  of  title  28,  United 
States  Code.  Upon  the  filing  of  such  petition,  the  court  shall  have 
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jurisdiction  to  affirm  the  action  of  the  Secretary  or  to  set  it  aside,  in 
whole  or  in  part,  temporarily  or  pennanently^,  but,  until  the  filing 
of  the  record,  the  Secretary-  may  modify  or  set  aside  his  order.  The 
findings  of  the  Secretary  as  to  the  facts',  if  supported  by  substantial 
evidence,  shall  be  conclusive,  but  the  court,  for  good  cause  shown, 
may^remand  the  case  to  the  Secretarv^  to  take  further  evidence,  and 
the  Secretaiy  may  thereupon  make  neV  or  modified  findings  of  facts 
and  may  modify  his  previous  action,  and  shall  file  in  the  court  the 
record  of  the  further  proceedings.  Such  new  or  modified  findings  of 
fact  shall  likewise  be  conclusive  if  supported  by  substantial  eviclence. 
The  judgment  of  the  court  affirming  or  setting  aside,  in  whole  or  in 
part,  any  action  of  the  Secretary-  shall  be  final,  subject  to  review  by  the 
Supreme  Court  of  the  United  States  upon  certiorari  or  certification 
as  provided  in  section  1254  of  title  28,  United  States  Code.  The  com- 
mencement of  proceedings  under  this  section  shall  not,  unless  so  specifi- 
cally ordered  by  the  court,  operate  as  a  stay  of  the  Secretarv^'s  action. 
******* 

allot:mexts  to  states 

Sec.  227.  (a)  In  each  fiscal  year,  the  Secretary  shall  in  accordance 
with  regulations,  make  allotments,  from  the  sums  appropriated  under 
section  228,  to  the  States  [(with  State  plans  approved  under  section 
237)1  (li'^th  State  Health  plans  in  effect  under  section  lo2Ji,  of  the 
Public  Health  Service  Act  after  Septemher  30, 19S1)  on  the  basis  of 
(1)  the  population,  (2)  the  extent  of  the  need  for  community  mental 
health  centei^,  and  (3)  the  financial  need,  of  the  respective  States:  ex- 
cept that  no  such  allotment  to  any  State,  other  than  the  Virgin  Islands. 
American  Samoa,  Guam,  and  the  Trust  Territory  of  the  Pacific  Is- 
lands, in  any  fiscal  year  mav  be  less  than  SlOO.OOO.  Sums  so  allotted 
to  a  State  other  than  the  Viro-in  Islands.  American  Samoa,  Guam,  and 
the  Trust  Territory  of  the  Pacific  Islands,  in  a  fiscal  year  and  remain- 
ing unobligated  at  the  end  of  such  year  shall  remain  available  to  such 
State  for  such  purpose  in  the  next  fiscal  year  (and  in  such  year  only), 
in  addition  to  the  sums  allotted  for  year  shall  remain  available  to 
such  State  for  such  purpose  in  the  next  such  State  in  such  next  fiscal 
year.  Sums  so  allotted  to  the  Virgin  Islands,  American  Somoa,  Guam, 
or  the  Trust  Ten^itory  of  the  Pacific  Islands  in  a  fiscal  year  and  re- 
maining unobligated  at  the  end  of  such  year  shall  remain  available  to 
such  State  for  such  purpose  in  the  next  two  fiscal  yeai^  (and  in  such 
years  only),  in  addition  to  the  sums  allotted  to  such  State  for  such 
purpose  in  each  of  such  next  two  fiscal  years. 

Part  E — General  Provisioxs 

defixitioxs 

Sec.  235.  For  purposes  of  this  title — 

(1)  The  term  •'State'*  includes  the  Commonwealth  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  Islands,  the  Trust  Territory  of 
the  Pacific  Islands,  and  the  District  of  Columbia. 

(2)  The  term  "State  agency"  means  the  State  mental  health  au- 
thority for  which  grants  are  authorized  under  section  314[(d)J  {g) 
of  the'Public  Health  Service  Act. 
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(3)  The  term  ''Secretary"  means  the  Secretary  of  Health,  Educa- 
tion, and  Welfare. 

(4)  The  term  "National  Advisory  Mental  Health  Council"  means 
the  National  Advisory  Mental  Health  Council  established  under  sec- 
tion 217  of  the  Public  Health  Service  Act. 

REGULATIONS 

Sec.  236.  Regulations  issued  by  the  Secretary  for  the  administra- 
tion of  this  title  shall  include  provisions  applicable  uniformly  to  all 
the  States  which — 

(1)  prescribe  the  general  manner  in  which  the  State  agency  of 
a  State  shall  determine  the  priority  of  projects  for  community 
mental  health  centers  on  the  basis  of  the  relative  need  of  the 
different  areas  of  the  State  for  such  centers  and  their  services 
and  require  special  consideration  for  projects  on  the  basis  of  the 
extent  to  which  a  center  to  be  assisted  or  established  upon  com- 
pletion of  a  project  [(A)]  will,  alone  or  in  conjunction  Avith 
other  centers  owned  or  operated  by  the  applicant  for  the  project 
or  affiliated  or  associated  with  such  applicant,  provide  compre- 
hensive mental  health  services  for  residents  of  a  particular  com- 
munity or  communities  Q,  or  (B)  will  be  part  of  or  closely 
associated  with  a  general  hospital]  ;  and 

(2)  prescribe  general  standards  for  facilities  and  equipment  for 
centers  of  different  classes  and  in  different  types  of  location 
[ ;  and]. 

[(3)  require  that  the  State  plan  of  a  State  submitted  under 
section  237  provide  for  adequate  community  mental  health  cen- 
ters for  people  residing  in  the  State,  and  provide  for  adequate 
community  mental  health  centers  to  furnish  needed  services  for 
persons  unable  to  pay  therefor.] 
The  National  Advisory  Mental  Health  Council  shall  be  consulted  by 
the  Secretary  before  the  issuance  of  regulations  under  this  section. 

[state  plan 

[Sec.  237.  (a)  A  State  plan  for  the  provision  of  comprehensive 
mental  health  services  within  a  State  shall  be  comprised  of  the  follow- 
ing two  parts: 

[(1)  An  administrative  part  containing  provisions  respecting 
the  administration  of  the  plan  and  related  matters.  Such  part 
shall— 

[(A)  provide  for  the  designation  of  a  State  advisory 
council  to  consult  with  the  State  agency  in  administering 
such  plan,  which  council  shall  include  (i)  representatives  of 
nongovernment  organizations  or  groups,  and  of  State 
agencies,  concerned  with  the  planning,  operation,  or  use  of 
community  mental  health  centers  or  other  mental  health 
facilities,  and  (ii)  representatives  of  consumers  and  providers 
of  the  services  of  such  centers  and  facilities  who  are  familiar 
with  the  need  for  such  services ; 

[(B)  provide  that  the  State  agency  will  make  such  reports 
in  such  form  and  containing  such  information  as  the  Secre- 
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tary  may  from  time  to  time  reasonably  require,  and  will  keep 
such  records  and  afford  such  access  thereto  as  the  Secretary 
may  find  necessary  to  assure  the  correctness  and  verification 
of  such  reports  ; 

[(C)  provide  that  the  State  agency  will  from  time  to  time, 
but  not  less  often  than  annually,  review  the  State  plan  and 
submit  to  the  Secretary  appropriate  modifications  thereof 
which  it  considers  necessary ;  and 

[(D)  include  provisions,  meeting  such  requirements  as  the 
Civil  Service  Commission  may  prescribe,  relating  to  the  es- 
tablishment and  maintenance  of  personnel  standards  on  a 
merit  basis. 

[(2)  A  services  and  facilities  part  containing  provisions  re- 
specting services  to  be  offered  within  the  State  by  community 
mental  health  centers  and  provisions  respecting  facilities  for  such 
centers.  Such  part  shall — 

[(A)  be  consistent  with  the  provisions  of  the  State  plan 
prepared  in  accordance  with  section  1524(c)  (2)  of  the  Public 
Health  Service  Act  or  the  State  plan  approved  under  section 
314(a)  of  such  Act,  whichever  is  applicable,  relating  to  the 
provision  of  mental  health  services ; 

[(B)  set  forth  a  program  for  community  mental  health 
centers  within  the  State  (i)  which  is  based  on  a  stateAvide 
inventory  of  existing  facilities  and  a  survey  of  need  for  the 
comprehensive  mental  health  services  described  in  section 
201(b)  ;  (ii)  which  conforms  with  regulations  prescribed  by 
the  Secretary  under  section  236;  and  (iii)  which  shall  pro- 
vide for  adequate  community  mental  health  centers  to  furnish 
needed  services  for  persons  unable  to  pay  therefore; 

[(C)  set  forth  the  relative  need,  determined  in  accordance 
with  the  regulations  prescribed  under  section  236,  for  the 
projects  included  in  program  described  in  subparagraph  (B) , 
and,  in  the  case  of  projects  under  part  C,  provide  for  the 
completion  of  such  projects  in  the  order  of  such  relative  need ; 

[(D)  emphasize  the  provision  of  outpatient  serv^ices  by 
community  mental  health  centers  as  a  preferable  alternative 
to  inpatient  hospital  services ;  and 

[(E)  provide  minimum  standards  (to  be  fixed  in  the  dis- 
cretion of  the  State)  for  the  maintenance  and  operation  of 
centers  which  receive  Federal  aid  under  this  title  and  provide 
for  enforcement  of  such  standards  with  respect  to  projects 
approved  bv  the  Secretary  under  this  title. 
[(b)  The  State  agency  shall  administer  or  supervise  the  administra- 
tion of  the  State  plan. 

[(c)  A  State  shall  submit  a  State  plan  in  such  form  and  manner  as 
the  Secretary  shall  by  regulation  prescribe.  The  Secretary  shall  ap- 
prove any  State  plan  (and  anv  modification  thereof)  which  coniphes 
with  the  requirements  of  subsection  (a) .  The  Secretary  sliall  not  finally 
disapprove  a  State  plan  except  after  reasonable  notice  and  opportunity 
for  a  hearing  to  the  State.  _  -n  .  ^ 

[(d)  (1)  At  the  request  of  anv  State,  a  portion  of  any  allotment  or 
allotments  of  such  State  under  section  227  for  any  fiscal  year  shall  bo 
avrailable  to  pay  one-half  (or  such  smaller  share  as  the  State  may 
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request)  of  the  expenditures  found  necessary  by  the  Secretary  for  the 
proper  and  efficient  administration  of  the  provisions  of  the  State  plan 
approved  under  this  section  which  relate  to  projects  under  part  C  for 
facilities  for  community  mental  health  centers ;  except  that  not  more 
than  5  per  centum  of  the  total  of  the  allotments  of  such  State  for  any 
fiscal  year,  or  $50,000,  whichever  is  less  shall  be  available  for  such 
purpose.  Amounts  made  available  to  any  State  under  this  paragraph 
from  its  allotment  or  allotments  under  section  227  for  any  fiscal  year 
shall  be  available  only  for  such  expenditures  (referred  to  in  the  pre- 
ceding sentence)  during  such  fiscal  year  or  the  following  fiscal  year. 
Payments  of  amounts  due  under  this  paragraph  may  be  made  in 
advance  or  by  way  of  reimbursement,  and  in  such  installments,  as 
the  Secretary  may  determine. 

[(2)  Any  amount  paid  under  paragraph  (1)  to  any  State  for  any 
fiscal  year  for  administration  of  the  provisions  of  an  approved  State 
plan  shall  be  paid  on  condition  that  there  shall  be  expended  from  State 
sources  for  each  year  for  administration  of  such  provisions  not  less 
than  the  total  amount  expended  for  such  purposes  from  such  sources 
during  the  fiscal  year  ending  June  30, 1968.] 

STATE  MEXTAL   HEALTH  AUTHORITY 

Sec.  237.  {a)  The  State  mental  health  authority  shall — 

{1)  establish  minimum  standards  for  the  maintenance  and  op- 
eration of  community  mental  health  services^  including  services 
provided  through  community  mental  health  centers^  lohich  receive 
financial  assistance  under  this  title  and  provide  for  the  enforce- 
ment of  such  standards  and  shall  insure  that  the  assistance  pro- 
vided under  this  title  is  in  furtherance  of  the  State  health  plan  in 
effect  for  the  State  under  section  152 li.  of  the  Public  Health  Service 
Act; 

{2)  establish  a  program  for  community  mental  health  centers 
within  the  State  {A)  which  is  based  on  a  stateivide  inventory  of 
existing  facilities  and  the  need  for  the  comprehensive  mental 
health  services  described  in  section  201  {b) ;  {B)  lohich  shall  pro- 
vide for  adequate  community  mental  health  centers  to  furnish 
needed  services  for  persons  unable  to  jyay  therefor;  (O)  which  is 
consistent  with  the  State  health  plan  in  effect  for  such  State  under 
section  152Jf{c) ;  and  {D)  which  conforms  with  regulations  pre- 
scribed by  the  Secretary  under  section  236; 

(S)  set  forth  the  relative  need.,  determined  in  accoixlance  with 
regulations  prescribed  under  section  236^  for  the  projects  included 
in  a  program  described  in  par  graph  {2)  ;  and 

(4)  mahe  such  reports  in  such  form  and  containing  such  infor- 
mation as  the  Secretary  may  from  time  to  time  reasonahly  require^ 
and  loill  keep  such  records  and  afford  such  access  thereto  as  the 
Secretary  may  find  necessary  to  assure  the  correctness  and  verifi- 
cation of  such  reports, 
(b)  The  State  mental  health  authority  shall  designate  a  State  advis- 
ory council  to  consult  with  it  in  carrying  out  its  functions  under  this 
title  and  title  XV  of  the  Public  Health  Service  Act.  Such  council  shall 
inclucU  (1)  representatives  of  entities  concerned  with  the  planning, 
operation.,  or  use  of  community  mental  health  services,  including  the 
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servk-es  provided  through  commumty  mental  health  centers,  artd  other 
mental  health  faxnlities^  and  {2)  reiyresentatives  of  consumers  and  pro- 
viders of  the  services  of  such  facilities  icho  are  familiar  vjith  the  need 
for  such  services.  A  majority  of  the  members  of  such  council  shall  he 
individuals  who  are  not  providers  of  health  care  {as  defined  in  section 
loSl  (3)  of  the  Puhlic  Health  Service  Act) . 

******* 


SeCTIOX  1903  OF  THE  SoCLiL  SECrRITY  ACT 
PAYZMEXT  TO  STATES 

Sec.  1903.  (a)  *  -  * 

*  *  *  ^  «  *  * 

(m)(l)  *  *  * 
(2)  (A)  *  *  * 

(C)  Subparagraph  (A)  (ii)  shall  not  apx^ly  with  respect  to  pay- 
ments under  this  title  to  a  State  with  respect  to  expenditures  incurred 
by  it  for  payment  for  services  by  an  entity  during  the  three -year 
period  beginning  on  the  date  of  enactment  of  this  subsection  of  begin- 
ning on  the  date  the  entity  [enters  into  a  contract  with  the  State  under 
this  title  for  the  provision  of  health  seiwices  on  a  prepaid  risk  basis] 
quulifies  as  a  health  maintenanee  organization  (as  determined  l>y  the 
Secretar-y) ,  whichever  occurs  later,  but  only  if  the  entity  demonstrates 
to  the  satisfaction  of  the  Secretary  by  the  submission  of  plans  for  each 
year  of  such  three-year  period  that  it  is  making  continuous  efforts  and 
progress  toward  achieving  compliance  with  subparagraph  (A)(ii). 


XVI.  H.R.  3917— ADDITIONAL  VIEWS 


During  the  consideration  of  this  bill,  several  instances  of  inappro- 
priate use  of  the  Certificate  of  Need  program  were  brought  to  the 
attention  of  the  Committee.  For  example,  in  the  District  of  Columbia 
the  Columbia  Hospital  for  Women  was  recently  granted  a  Certificate 
of  Need  for  a  renovation  and  modernization  project  on  the  condition 
that  the  hospital  increase  the  number  of  women  and  black  on  its  board 
of  trustees,  a  condition  bearing  no  relation  to  a  determination  of 
whether  the  project  was  needed.  The  Southern  New  Jersey  Health  Sys- 
tems Agency  has  attempted  to  use  Certificate  of  Need  review  for 
similar  purposes. 

There  is  also  evidence  that  Certificate  of  Need  review  is  being  used 
by  some  Agencies  as  a  means  of  effecting  "back-door  decertification" 
of  existing  health  facilities  and  services  by  conditioning  approval  of 
an  application  for  a  new  service  for  which  need  has  been  demonstrated 
upon  termination  of  an  existing  and  totally  unrelated  service. 

In  response  to  these  abuses,  the  Subcommittee  on  Health  and  the 
Environment  adopted  an  amendment  which  provided  that  Certificate 
of  Need  approval  could  not  be  conditioned  upon  compliance  with  a 
requirement  not  directly  related  to  a  determination  of  the  need  for 
the  equipment,  service,  or  expenditure  for  which  the  certificate  was 
to  be  issued.  This  amendment  was  later  deleted  by  the  full  Committee, 
partly  in  response  to  fears,  in  our  opinion  unfounded,  that  it  would 
result  in  restrictions  on  the  power  of  State  Health  Planning  and  De- 
velopment Agencies  to  condition  approval  of  Certificate  of  Need 
applications  upon  the  ability  of  an  applicant  to  adequately  provide 
a  needed  service,  the  financial  feasibility  and  cost  of  a  project,  and  the 
provision  of  services  to  specific  populations.  Such  restrictions  were 
never  intended.  It  has  also  been  suggested  that  such  a  preemptive 
federal  limitation  should  not  be  applied  to  state  programs.  This  argu- 
ment would  have  more  force  were  it  not  for  the  fact  that  existing 
Certificate  of  Need  programs  are  required  by  federal  law  and  compre- 
hensively regulated  by  the  Department  of  HEW,  and  administered 
by  agencies  created  and  funded  under  the  Health  Planning  and  Re- 
sources Development  Act.  In  any  case,  if  a  state  wishes  to  decertify 
existing  health  care  facilities  or  services  it  may  do  so  directly. 
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The  purpose  of  Certificate  of  Need  programs  is  to  insure  that  new 
health  services  are  not  offered  and  new  health  facilities  are  not  built 
unless  they  are  needed.  Certificate  of  Need  review  was  never  intended 
to  be  used  as  a  means  of  eliminating  existing  services,  altering  hospital 
boards  of  trustees,  or  forcing  hospitals  and  other  providers  to  take 
actions  which  are  unrelated  to  the  service  for  which  an  application  is 
made. 
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